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ECONOMY 
begins at home 


For the traveler, it begins the moment he plans his trip. How- 
ever extensive his travels may be, he is anxious to economize 
when economy does not lessen the pleasure of his trip. For in- 
stance, in the matter of travelers cheques—a saving of 50 cents 
per hundred dollars is a saving any traveler welcomes. 

Mellon Travelers Cheques sell for only 25 cents premium per 
$100! Even though the cost to the traveler is less, the selling 
bank’s commission is the same, 50 cents per $100. Because of 
the world-wide standing of the Mellon National Bank, they are 
easily negotiated in any country. 

Mellon Travelers Cheques are issued in denominations of 
$10, $20, $50, $100 and $200. Neat little wallets with conven- 
ient snap fasteners to bind the cheques are furnished with every 
order. If you are not already selling Mellon Travelers Cheques, 
write for further details of our plan. » MELLON NATIONAL 
BANK, Pittsburgh, Penna. » Capital and Surplus $22,500,000. 
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Costs Down on the Farm 








Sirs: 

Owing to the scarcity of accurate in- 
formation as to the cost of producing farm 
crops, and due in part to the variation in 
the methods employed in arriving at such 
costs, this Association after careful study 
prepared a simple form for use in figuring 
crop costs and, with the aid of farmers and 
others interested, have secured a large 
number of cost analyses from farmers in 
different parts of the country. 

In these cost analyses we have included 
all items having to do with the production 
of the crop, omitting land charges and 
marketing charges. Omitting these charges, 
which really have nothing to do with the 
cost of production, makes it easier to com- 
pare the relative efficiency of owners or 
renters on land which may yield about the 
same but which may vary greatly as to 
value due to various reasons. 

These cost analyses show conclusively 
that farmers using modern equipment and 
ample power, coupled with good manage- 
ment, are producing the major crops at a 
much lower figure than generally supposed 
to be possible. These analyses also show 
that small farms in many localities are 
producing crops at as low a cost as large 
farms. 

Believing that this information would 
be a great help to farmers who have not 
kept records of their costs, or for com- 
parison purposes where farmers have been 
keeping cost records, it was decided to 
distribute these reports in printed form. 

In all, we propose to issue six messages— 
No. 1 dealing with wheat, No. 2 with corn, 
No. 3 with cotton, and the remaining three 
on products or crops to be decided later. 
This material is being published and en- 
largements of the messages have been 
supplied to farm equipment dealers, county 
agents, Smith-Hughes schools, and others 
who wish them. 

The examples so far published do not 
represent the lowest cost figures obtained, 
but are representative cases, picked here 
and there, of hundreds that have been 
obtained, and others will be published 
from time to time. 

Feeling that these messages deal with a 
subject of interest to you, we enclose 
samples of the first and second messages, 
and if you care to have them we will send 
the remaining messages as soon as pos- 
sible, and you may feel free to use this 
material in any way you see fit. 

H. J. Samert, Secretary, 


National Association of Farm 
Equipment Manufacturers, 
Chicago 


While They Last 
Sirs: 

[| have always enjoyed your magazine 
and read it thoroughly every month. 

The article this month (March) ‘‘Who 
Pays Your Salary—and What For?” 
(by W. R. Morehouse) is one that I want 
every employee in our bank to read. I am 
wondering if you would be so good as to 
send us eight copies of your March number. 

We would surely appreciate very much 
receiving the same. 


Frep A. FIELb, Jr., President, 


Rutland Savings Bank, 
Rutland, Vermont 
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And See Page 20 


Sirs: 


Please kindly send me four extra copies 
of the March number of your publication. 
I am especially interested in an article 
“Trust Business—by Solicitation” (by W. 
Tresckow), and I wish to send the copies 
to the members of the Trust Department 
Committee of our Board of Directors. 

I wish to take the liberty of stating that 
I consider your publication the most valu- 
able and helpful of anything published in 
the banking line from the standpoint of 
solution of practical problems. I read 
every number carefully. 


JoHN E. Potrer, President, 
Potter Title and Trust Company 
Pittsburgh 
—¢ * — 
See Page 24 
Sirs: 
We will appreciate it very much if you 
will furnish us some information as to the 


budget control and bank expenses and 

income. We have seen information along 

this line in your publication from time to 

time, and we will appreciate any aid that 

you can give us. 

FirzHuGH L. WALLACE, President 
Franklin Guaranty Bank, 

Johnson City, Tennessee 


Also January to May 
Sirs: 

I am anxious to obtain two copies of 
your November and December issues of 
The Burroughs Clearing House in which 
appears a series of articles by John J. 
Driscoll on Bank Management. If youhave 
copies of these on hand, I would greatly 
appreciate receiving them. May I ask 
you to send them to the attention of the 
writer at 93 Union Street, Newton Centre. 

R. F. HEIsLein, Assistant Treasurer, 
Newton Trust Company, 
Newton Centre, Massachusetts 
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Chart No. 1 above shows the distribution of assets which existed 
when we were asked to make a detailed study of the investment 
policy of a Middle Western bank. 

Charts No. 2 and 3 represent alternative plans worked out for 
this bank with a view to utilizing additional earning power without 
exceeding the limits of strict conservatism. The rearrangement sug- 
gested in Chart 3 was estimated to increase the income of this bank 
by more than 2.4%. 

It sometimes happens, as in the case of this bank, that more than 
one course might be adopted in working out an improved reserve 
structure. It is our practice, in such cases, to outline just how accept- 
able alternative plans differ from each other, in order that they may 
be judged in accordance with the views and preferences of the bank 
management. 

Further information in regard to bonds and their selection for bank 
requirements will be found in our folder, Sound Investment Practice 
for the Commercial Bank. Any banker may have a copy upon request. 
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INCORPORATED 
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Prices us. Prosperity 


By J. R. Kraus 


Vice-Chairman of the Board, Union Trust Company, Cleveland 


(Industrial photographs by Ewing Galloway) 


business men worried days and sleepless nights dur- 

ing the depression through which we have been 
passing, the price situation has been, I believe, the most 
aggravating. 

When the stock market crashed and business dropped 
to what we then thought was next to nothing, in the fall of 
1929, business men and economists cheered each other up 
by saying, ““This can’t last long because there has been no 
speculation in commodities. Therefore commodity prices 
will remain firm. This won’t be like it was in 1921 when 
the bottom fell out of everything. This is just a stock 
market panic.” 

But as you all remember only too well, in the early part 
of 1930 prices began to break, until at the close of last year 
prices of basic commodities were 
lower than they had been for 
years. This was not confined 
to the United States, but was a 
world-wide condition. 

We got what consolation we 
could out of explaining that this 
tremendous drop in prices of 
basic commodities was due to 
the fact that, though we had not 
suspected it, there had been 
great overproduction in basic 
commodities the world around — 
and we expressed the hope that 
when surplus stocks were worked 
off and the current distressed 
condition alleviated, basic com- 
modity prices would again turn 
upward. 

Now this has happened to a 
small extent —but a very small 
extent. And in the meantime 
declines in prices of basic com- 
modities have been passed on 
throughout the entire machinery 
of distribution. There is an in- 
evitable lag, of course, between 
prices of basic commodities and 
the prices of retail merchandise 
in which these commodities are 
used —but the process of price 
deflation has continued until at 
the present time retail prices as 
well as wholesale commodity 
prices are in almost all lines 
down to rock bottom. 

The drop in retail prices has 


(YY all the many perplexing problems which have given 
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not been as severe as in the case of basic commodity prices, 
because the cost of certain items which enter into the prices 
of retail merchandise —such as wages, transportation and 
overhead —have remained comparatively standard. Even 
so, however, the fall in retail prices has been enormous. 
Reductions in many lines of department store merchandise, 
for instance, by comparison with two years ago, are almost 
unbelievable, and every housewife has noticed the difference 
in the cost of staple groceries and other standard items 
which enter into the running of the home. 

So we have come to realize at last that lower prices are 
not merely a phenomenon of a depression year —they are 
here to stay. The price level has gone down all over the 
world, and bids fair to stay down for some time to come. 
In fact, the whole period of the business depression may 
well be described as an economic 
readjustment to a lower price 
level.° 

It is this feature which is so 
alarming to business men at the 
present time. It seems to many 
discouraging, to say the least, to 
have fought through the last 
year and a half, only to find, 
now that business appears to be 
getting under way again, that to 
some extent prices bid fair to 
remain so low that even if vol- 


ume does increase, profits appear 
doubtful. 


"THE attitude of many a manu- 

facturer might be summed up 
in the words, “Well, we took a 
tremendous inventory loss on 
price declines last year —that’s 
written off. We have readjusted 
our plant on a basis of lower 
volume — we have effected every 
possible economy we could with- 
out cutting wages. And now, 
when we finally have the decks 
cleared for action, we find that 
prices are so low we can’t make 
any money on the business we 
do get!” 

There is certainly a great 
deal to be said for this point of 
view. Business cannot long be 
done at a loss, nor is there any 
object in “doing business for 
exercise.” Profits are the life 
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blood of business. Prices in some lines 
are still below production costs, and 
such prices must be advanced to some 
extent, if industries in those lines are 
to continue in existence. 

But on the other hand, I do not see 
any probability of a return to the price 
levels of 1929. I believe that business 
on the whole will have to learn to 
adjust itself to price levels slightly 
above those existing at the present 
time, with the expectation that as the 
years go on the general price tendency 
may even show a gradual decline! 

Furthermore, | am inclined to be- 
lieve that the outlook for doing busi- 
ness at present price levels is not as 
gloomy as it appears to most business 
men today —and that, looking ahead, 
there are excellent profit possibilities 
for American business, even if ten years 
from now prices are lower than they 
are today! 

The Long-Termed Price Trend 

Are declining prices incompatible 
with business profits? 

The whole economic history of the 
United States, during the last twenty 
years, answers that question in the 
negative. 

It often seems to me paradoxical 
that American business men, whose 
outstanding achievement has been the 
reduction of manufacturing costs, 
should be surprised when this reduction 
is naturally reflected in declines of 
prices of articles manufactured. 

The whole principle of mass pro- 
duction inevitably operates in the 
direction of cutting costs and there- 
fore reducing prices. 

In fact, reducing prices has been the 
very device by which in many cases 
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the largest profits have been 
made. 

Again and again we have 
witnessed the cycle of reduced 
prices, which brought larger 
volume, which permitted mass 
production on asemi-automatic 
basis, which in turn reduced 
costs, which made possible a 
second reduction in prices — 
with commensurate profits. 

Thus, under a fair state of 
economic balance, American 
business automatically oper- 
ates in the direction of lower 
average price levels. 

Our most prosperous period 
of American business —from 
1924 to 1929—was a period 
of declining prices in cost of 
manufactured articles, with 
some of the largest profits accruing to 
those industries in which prices were 
cut the most. I need cite only automo- 
biles, electric refrigerators and radios. 

It is when extraordinary circum- 
stances intervene and interrupt the 
tendency toward steady price declines 
made possible by mass production, 
that trouble follows. 

During the war an artificial demand 
reversed this tendency, and increased 
prices to artificial levels. The cor- 
rection was effected drastically in 1921. 

In the latter part of 1928 and the 
first half of 1929 an excess of optimism 
and a fever of speculative enthusiasm 
maintained prices at comparatively 
even levels in the face of tremendous 
progress in the application of mass 
production methods —with the result 
that in 1930 the bottom fell out of 
prices altogether. 

We said that this precipitate drop 








Another failure in the artificial control of prices is in 


was due to overproduction —but would 
overproduction have occurred if prices 
had been allowed to decline in propor- 
tion to the decline in production costs? 

On some of the western prairies, 
by the use of gang plows and auto- 
matic harvesting machinery, wheat 
can be raised and sold at a profit at 
90 cents a bushel. Can we expect a 
farmer working with old-fashioned 
methods, whose wheat costs him a 
dollar a bushel, to compete with this 
mass production? 


URING the last few years there has 

been a tremendous increase in me- 
chanical efficiency of copper mining, 
with proportionate decreases in produc- 
tion cost. According to the normal 
operation of competition and the law 
of supply and demand, how could we 
expect copper prices to remain at 
former levels? 

Now the copper producers are not 
going to junk their automatic machin- 
ery, and the western wheat farmers 
are not going to destroy their gang 
plows. Therefore, although we may 
expect prices of wheat and copper to go 
up to some extent after marginal pro- 
ducers drop out, it would be unreason- 
able to expect prices to rise again to the 
levels demanded by the old-fashioned, 
less efficient production methods. It 
is inevitable that a certain share of the 
savings effected by mass production 
shall be passed on to the ultimate con- 
sumer; and according to past experience 
it is probable that mass-production, 
low-cost producers will continue to 
make money, in spite of lower prices. 

In the research departments of our 
corporations and our colleges there are 
now thousands of men engaged in the 
working out of processes whereby 
manufacturing costs can be reduced. 
It is to these men, rather than to the 
possibility of higher prices, that 


During the last few years there has been a tre- 
mendous increase in the mechanical efficiency of 
copper mining—the stamp mills and machine 
shops of the Inspiration and Consolidated Copper 
Company at Miami, Arizona 
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coffee—a view of a drying plant near Sao Paulo, Brazil 


American business must look for profits 
in the years to come. 


Prices and the Ultimate Consumer 


Let us look at the price situation 
now from the standpoint of the con- 
sumer—for public consumption of 
merchandise is, after all, the ultimate 
barometer of business. 

It is quite true that the purchasing 
power of the public has been seriously 
impaired by unemployment. The 
Annalist estimates that the number of 
factory workers declined from 7,970,000 
in December, 1929, to 6,700,000 in 
December, 1930, a decline of 1,270,000, 
without counting the decreased num- 
ber employed in offices and other non- 
factory occupations. A general survey 
of the situation estimated that shortly 
after the first of this year total un- 
employment stood at about 5,000,000, 
or approximately 11 per cent of the 
country’s gainfully employed —and 
probably as many more have had their 
incomes reduced by shorter hours or 
other necessary wage adjustments. 

But now let us observe the pur- 
chasing power of the people who are 
still employed at regular jobs, with 
steady wages—and these, after all, 
still comprise the great bulk of our 
population. 

Countless thousands of these people 
have experienced no reduction in regu- 
lar income. Among them we might men- 
lion the vast army of school-teachers, 
bank and office employees, government 
and city employees, and the like. 

The significant fact is that the pur- 
chasing power of these people who 
still remain upon a steady income 
basis is greater today than at any time 
in the last twelve years! 

If retail prices have gone down 
somewhere between 5 per cent and 10 
ber cent —and certainly this is a con- 
servative estimate —this means that 


fan we expect the farmer working with old- 

qhioned methods, whose wheat costs him a 

Galler a bushel, to compete with mass pro- 

uction? This ‘‘combine’’ cuts and threshes as 
it goes, on hillsides as well as on the level 


the many thousands of people 
whose incomes have not 
changed can now buy from 
5 per cent to 10 per cent more 
merchandise, in terms of vol- 
ume, than they did in 1929. 

Will not this increased pur- 
chasing power to a_ large 
extent offset the decreased 
purchasing power of people 
who are unemployed, or only 
partially employed? 

That this is true, at least 
with respect to non-luxury 
products, is, I believe, well 
illustrated by the sales totals 
of the chain stores, which were 
leaders in reducing prices and 
therefore in getting the benefits 
of the resultant increased 
public purchasing power. Some 
chain stores have actually been report- 
ing small increases in dollar volume 
over 1930, and large increases in amount 
of merchandise sold — others that have 
reported small declines in dollar vol- 
ume, show an increase in tonnage of 
merchandise moved. 


HE increased value of the dollar is 

also of significance with respect to 
savings deposits. While stocks have 
depreciated in value, savings accounts 
have actually appreciated in value. 
The man who had a thousand dollars 
in the bank in 1929, and has kept it 
there, has a profit! And when you 
consider that the total of savings de- 
posits in the United States, according 
to American Bankers Association fig- 
ures, is around $29,000,000,000, the 
total savings profit is no small amount. 

The present period may be one of 
depression for business; but for thou- 


Nine 


sands of people upon small regular 
incomes, this is actually a period of 
prosperity! 

Furthermore, bearing in mind this 
situation, it is evident that adding to 
the nation’s pay roll only a part of 
those at present unemployed would 
shortly bring public purchasing power 
up to fair proportions at present price 
levels. 


Prices vs. Wages 


The manufacturer, upon reading the 
foregoing paragraph, may note the 
phrase “adding to the nation’s pay roll 
only a part of those now unemployed,” 
and say, ““Yes—but how? I don’t see 
how I can add any more men to my 
pay roll. I certainly can’t hire any 
more men unless I reduce wages, and 
I don’t want to do that. Besides, 
if prices are going to stay where they 
are, the only way I can meet com- 
petition is to put in more labor-saving 
machinery and let some of my help go!”’ 

It is true that one of the most serious 
problems we have to face in the next 
few years is that of finding occupations 
for men who are displaced by the 
machinery of mass production —the 
very machinery which makes possible 
the offering of merchandise at lower 
prices. 

However, the expedients adopted 
during the late depression have, it 
seems to me, pointed toward at least a 
partial solution of this difficulty. 

Many plants have been working men 
three days a week, or four days a week. 
A number of plants that have used the 
five-day week have found it so satis- 
factory that they expect to retain it as 
a permanent institution, even when 
the volume of their business increases. 


(Continued on page 32) 























The scene—‘'When the 
auctioneer mounts the 
heavily - laden hayrack 
and proceeds to knock 
off the ‘junk’—the 
‘diamonds and jewelry, 
gentiemen’ *’ 


ALE at public auction is the stand- 
S ard method, well-nigh universally 

employed, for the liquidation of 
farm working capital, when the opera- 
tor decides for any reason to quit farm- 
ing or to reduce his capital investment. 
Ordinarily, the services of the local 
bank will be sought to act as sales 
clerk, and, in my opinion, the country 
bank performs one of its most impor- 
tant functions when it furnishes this 
service. 

For reasons that will be considered 
in the course of this article, the farm 
sale has in recent years fallen into some 
disrepute among country bankers, and 
many of them have come to lose sight 
of the fact that it is still an indispen- 
sable element in the agricultural eco- 
nomic design, and of immense impor- 
tance in the country banking structure. 
In large degree, the safety and liquidity 
of well-secured farmers’ “capital loans” 
are directly attributable to the stand- 
ing of the farm sale as an institution 
and a tradition. In the relatively high 
degree of marketability which it lends 
to the capital assets of the farmer, it 
gives to agriculture a unique advantage 
over other industries. 

When a manufacturing plant must 
be sold, the market is restricted to those 
potential buyers who chance to be able 
to utilize the particular type of machin- 
ery and equipment offered for sale. 
Mercantile fixtures and equipment 
are subject to a similarly restricted 
market. 

On the other hand, when the farmer 
sells out, every neighbor who is the 
operator of a farm as owner or tenant, 
and possesses a few dollars of cash or 

bank credit, is a potential buyer of the 


























Farm Sales - 


milch cows, the machinery, breeding 
stock, or work animals. There are al- 
ways bidders in the ring for articles of 
real value, offered for sale without re- 
striction. Farmers are wary of the 
“plugger” and the “‘invoicer,” but let 
them be sure that there are no strings 
on the property offered for sale —that 
every bidder is a bona fide buyer —and 
they may be counted upon to furnish 
an active market for all merchantable 
property, at something like current 
market prices. 

It is easy to see the distinct value of 
such a market to the country banker, 
particularly in communities where 
banks are frequently called upon to aid 
the young farmer who is starting out 
“on hisown.” To the properly secured 
note of the honest and capable fellow 
who can furnish a reasonable portion of 
his own capital, it lends that essential 
element of liquidity, without which the 
home bank could not safely advance 
the needed balance. If the operator 
has furnished a proper margin of his 
own capital, the bank’s credit line can 
always be liquidated through the de- 
pendable market medium of the farm 
sale, should such liquidation become 
necessary or advisable. 

Is Farmer Jones, therefore, received 
with open arms when he comes to his 
bank to find a clerk for his closing-out 
sale? Usually, he is not. On the con- 
trary, he is more likely to witness a 
scramble of the members of the force 
for the nearest exit. His arrangements 
will have to be made with some senior 
officer who is admittedly too old to 
clerk a sale, and from then on until sale 
day, the younger members will engage 
in a heated rivalry to see who can ex- 
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By Roscoe Macy 


Cashier, First State Bank, Lynnville, Iowa 


plain most persuasively why the other 
fellow should do the clerking. 

It is comparatively simple to explain 
the prejudice in the minds of older 
bankers against the farm sale. It dates 
back to the days when it was customary 
to accept promissory notes, rather in- 
discriminately, in the settlement of 
sale accounts. At a time when almost 
any farmer would be found, upon in- 
vestigation, to be a reasonably good 
credit risk, the buyer who was refused 
the privilege of paying for his pur- 
chases with a note was naturally highly 
incensed. The bars gradually worked 
lower and lower, until it became the 
rule, rather than the exception, to 
accept sale notes with insufficient 
credit information as to the signers’ 
responsibility. 


N consequence, the economic deila- 

tion in agriculture, from 1920 on, 
found the banks’ portfolios burdened 
with sale notes upon which the banks 
possessed no adequate credit data. 
Naturally, the collection record upon 
these notes was distinctly unfavorable 
and the stigma of the sale note fastened 
itself, without justification, upon the 
farm sale as an institution. For a 
time, we looked with suspicion upon 
the farmer who attended farm sales 
as a purchaser, and the prejudice still 
persists with many bankers who have 
not taken the trouble to analyze the 
situation. 

It is now the general practice to re- 
quire cash settlement for purchases at 
farm auctions. Responsible buyers are 
expected to make their credit arrange- 
ments with their own banks; the others 
simply do not bid unless they have the 
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cash ready. To be sure, the clerk is 
still called upon quite frequently to 
consider the granting of credit before 
or during the sale, but he is no longer 
a pariah among his fellows if he de- 
cides such applications strictly upon 
their merits. That bugbear of bank- 
ers, the sale note, has therefore been 
eliminated from the scene—and yet 
the recollection of the unsound credit 
practices which the sale note typified 
is still a factor in the persisting preju- 
dice of older bankers against the 
farm sale itself. 

Another important factor is the 
practice of holding sales upon the dates 
for which they are billed, regardless of 
weather conditions. There are many 
arguments against the postponement 
of a sale on account of bad weather; 
there may be mentioned the expense of 
advertising the postponement, the 
necessity of fitting the property for 
sale a second time, the dissatisfaction 
of purchasers who fail to receive notice 
of the postponement, and find upon 
their arrival that they have had their 
trouble and discomfort for nothing. 
Still another important con- 
sideration is the fact that 
those who attend a sale on 
a stormy day are usually bid- 
ders; they have come for busi- 
ness, and not to visit around. 
Inclement weather usually 
produces a snappy auction. 


HIS, however, is of small 

comfort to the poor clerk, 
who cannot even keep. his 
hands in his pockets to shield 
them from the cold. Add the 
lact that the equipment avail- 
able to sales clerks has, up to 
comparatively recent times, 
been wofully inadequate and 
inconvenient and it is not so 
difficult to understand the 
tendency of bankers, old 
and young, to dread the job. 
The consequence has usually 
been the delegation of sales- 
clerking to one after another 
oi the young fellows just 
breaking into bank work, 
without giving any one of 
them the opportunity, through 
experience, to gain proficiency 
at it. 

Thetruth is that the clerking 
of sales is work for a specialist. Person- 
ally 1 am a firm believer in the wisdom 
of giving the clerk’s commission to the 
fellow who actually earns it, rather 
than treating it as bank income. The 
bank is interested, as well as the farmer, 
in having the clerk’s work performed 


who actually does the work is deserving 
of some special incentive for faithful 
and intelligent performance of that 
duty, and of a suitable recompense for 
his readiness to be at his post in fair 
weather or foul. If this plan is fol- 
lowed, it will be less difficult to find 
candidates willing to train themselves 
as specialists; as the work is performed 
more efficiently, new business will be 
gained for the bank, and the tangible 
and intangible results will more than 
compensate the bank for the loss of the 
clerking fees. 


HE improved equipment now avail- 

able for sales clerks gives us today an 
incalculable advantage over the old- 
timers. I can still remember the days 
when we used to use a simple bound 
day-book, and had to check through 
the entire list each time we effected a 
settlement with an individual pur- 
chaser. A bit later, we adopted a loose- 
leaf system, with the sheets clipped to 
a board by means of a heavy spring 
clip. My father tells a harrowing story 
of his experience with this loose-leaf 
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system one howling, blustery day. As 
the sale was nearing its conclusion, he 
was filing a used sheet at the back of 
the sheaf when his fingers, benumbed 
with the cold, lost control of the sheets, 
and the wind proceeded to scatter that 
sale all over the township! The sheets 
were finally returned to him, one by 
one, as neighboring farmers found 
them and brought them into the bank, 
but it was several weeks before the last 
one came in. 

We are now using a system which 
combines the sales record and the led- 
ger in one book. Each item is entered 
upon the record, at the final bid, and 
then posted immediately to the ledger. 
By following this plan, the clerk is 
ready to settle with a buyer at any 
time during the sale. The sales record 
is duplicated by a carbon, and the copy 
sheet is detached at the perforation 
and given to the owner of the property, 
for reference, at the conclusion of the 
sale. : 
With this equipment, we have found 
it possible for one man to handle a 
large sale without assistance, spend 
fifteen to thirty minutes at the conclu- 
sion of the sale in effecting final settle- 
ments with purchasers, and return to 
the bank with cash and checks repre- 
senting the full total of sale. We en- 
courage buyers to settle during the 
sale, a process which would not have 
been feasible with the recording sys- 
tems we formerly used. 

The ideal candidate for the official 
sales-clerkship of the bank is a young, 
energetic fellow, chronically in good 
health, with a ready memory for new 
names and faces, and possessed of good 
judgment in the granting of 
credit. A single-track mind 
is a disadvantage; the clerk 
should be mentally agile, for 
he will likely have to change 
a carbon sheet, tot up a list 
of purchases for settlement 
with a buyer, without miss- 
ing the final bid nor the 
identity of the article being 
sold at the time. This usually 
happens not once, but several 
times during a sale, for the 
average buyer has a way of 
choosing an inconvenient 
moment to ask for his bill. 
Some banks send out two or 
more clerks to handle a farm 
sale; one lists the individual 
sales, while the other posts 
to a ledger and effects the 
settlements. This makes the 
work easy, but if the clerk’s 
equipment is adequate, and 
he can “‘push a wicked pencil,” 











efficiently. The serving of the owner- 
Customer, and the opportunity of ob- 
taining new business through sale con- 
tacts, are of substantial value to the 
bank, entirely aside from the clerking 
lees. On the other hand, the emplovee 


usually he can make the grade 
without an assistant. 

The amateur, clerking his 
first sale, will spend the first 
hour or so in a bewildering 
haze. The work seems more 
(Continued on page 30) 





© fhe Early Days of the 
Exchequer of England 


Back in the Reign of Henry II, Witnessing 
the Gorgeous Ceremony That Marked the 
Reckoning for the King 


cBy George Boyle 


Author of * "P'wixt Lombard Street and Cornhill” of Lloyds Bank, Ltd 


OME time ago I! was privileged to 
~ write an article* in this magazine 
on Tallies, those curious slips of 
wood, notched to record sums of money, 
which were used by the Exchequer of 
England from Anglo-Saxon times to 
the nineteenth century. Lack of space, 
however, prevented me from describing 
the actual procedure at the Exchequer, 
so if my good friend the editor will 
permit, I will now attempt to sketch 
this side of the picture, trusting that 
if you are interested you will turn up my 
previous article and refresh your minds 
concerning the Tallies and their use. 
It is difficult to say when an 
Exchequer was first constituted in 
England. Probably in Saxon days, 
for certainly the Britons and Celts had 
no use for one. Then the ruler or king 
was no richer in worldly possessions 
than the other members of his sept or 
clan. As we read in the ancient 
Brehon laws of Ireland, he was a man 
chosen for his prowess in sport and 
battle, his upright and just nature, a 
body without scar or blemish and 
other qualities marking him as superior 
to his fellows. But while he was 
allotted a larger portion of the common 
land to support his needs, he enjoyed 
no rights over the remainder and 
could make no laws nor levy any taxes 
for his personal profit, and on his 
death the succession was not by right 
in his own family. Indeed, in a much 
simpler form, a king in those days 
occupied a position akin to that of an 
elected president of a republic today. 
So it was with most primitive races; 
but gradually as clans grew into states, 
and states into kingdoms, the ruler 
was transformed into a rich and power- 
ful king, exercising extraordinary rights 
over his subjects and expecting them 


**Tallies, Talkers and Tellers,"’ The Burroughs Clearing 
House, May, 1927 


to provide him with the means to live 
in a state of magnificence, surrounded 
by soldiers and served by retinues ol 
servants all prepared to enforce the 
royal will. And thus in Saxon times 
we find the kings, if still primitive in 
many ways, possessed of a ““Threasury”’ 
or “Thesaurus,” which was more or 
less a hoard of plunder gathered to- 
gether by raids or robbery and aug- 
mented by the proceeds of an indis- 
crimijnate taxation of the people, such 
as the tax called Danegeld which was 
imposed to raise a force to fight the 
Danes and which Edward the Con- 
fessor remitted upon seeing, so legend 
has it, the devil himself seated upon 
one of his barrels of treasure. 


N those troubled times when a king 

might own a city one day and 
leave it hastily the next, his treasure 
was very much of a movable concern, 
and for this reason was stored in little 
casks for convenience of transit. It was 
always kept close to the royal person 
and in Westminster Abbey you may 
see a fresco depicting an amusing story 
telling how, when the Confessor was 
lying awake among his treasure, a 
scullion crept into the room and helped 





himself to a handful. Emboldened by 
‘The Cutter proceeded to make 
certain *V’ or ‘U” shaped notches 


q down one of the two opposite 


sides of a piece of wood, each having a 
definite value in the eyes of the person 
concerned. The cuts of greatest value 
being nearest to the thicker end of the 
slightly-tapered stick. Thus £1,000 was 
a notch the width of a palm; £100 the 
width of a thumb; £20 that of a liitle 
finger; £1 of a barleycorn,while a penny 
was a slitand a half-penny only a hele.” 
—From ‘*Tallies, Talkers and Tellers.” 











THE BURROUGHS 






success, he came back again, whereupon 
the king advised him to desist because, 
if the Chamberlain caught’ him, he 
would probably be whipped. 

With the great increase in the royal 
wealth, it became necessary to create 
some central depository where the 
bulk could be safely stored, the king 
merely taking on his journeys sufficient 
to finance his adventures while away, 
this portion of the treasure in course 
of time receiving the curious title ol 
the “‘King’s Wardrobe.” Although 
subsidiary treasuries were established 
elsewhere, two principal centers were 
constituted for the kingdom —at 
Winchester and Westminster. ‘The 
former was in the heart of the royal 
hunting preserves near the starting 
point for military expeditions to France, 
but as Westminster eventually became 
the chief site of the Treasury and also 
of the Exchequer, I will confine mysel! 
to the latter. Merely mentioning that 
from time to time the Treasury seems 
to have been moved to and fro between 
the two places, and the Exchequer to 
various parts of the country on such 
occasions as that of its transference to 
Oxford by Charles I, during his war 
with the Parliament and to Nonsuch 
Palace for safety at the time of the 
Great Fire of London. 

Whether the Exchequer was started 
by the Saxons or no, there was un- 
doubtedly a properly constituted court 
in the reign of the Norman, Henry |, 
and those who desire to study its 
history fully should turn to the wonder- 
ful Dialogus de Scaccario, written by 
Richard Fitz-Neale, the King’s Treas- 
urer in 1177, or to Hall’s ‘‘Antiquities 
of the Exchequer,” to both of which 
books I have been indebted during my 
research. 

Perhaps the best way to obtain 4 
picture of the proceedings of the 
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Edward the Confessor, so 
legend has it, saw the 


devil himself seated upon 
one of his barrels of treasure 








court in its early days will be for us to 
imagine ourselves back in, say, the 
reign of Henry II. We will assume 
that we have taken a trip up the 
Thames from London town to that 
island known as Thorney on which 
Edward the Confessor, at the bidding 
it is said of St. Peter himself, erected 
his great monastery which we call 
Westminster Abbey today. 

It is a fine morning on the Feast of 
St. Michael, as we step from the wherry 
on to the landing stage in the gardens 
of the King’s Palace. In front of us is 
the Great Hall which the Red King 
added and which Thomas 4a Becket 
has just repaired. It is to be the scene 
of many famous gatherings and noted 
trials in English history. To its left is 
the palace also built by the Confessor, 
portions of which are to remain until 
the nineteenth century. 

As we pass round the Hall into the 
Palace yard, we can see the Abbey 
church across the way with the numer- 
ous buildings of the abbot and his 
clergy grouped behind it. The square 
in front of us is teeming with a motley 
crowd. Here are knights in chain 


mail; foot soldiers in hauberks of linen 
or leather; bowmen in stout suits of 
cloth, monks and friars and hangers-on 
of all descriptions. In the center is a 
collection of cumbersome carts, heavily- 
laden and well-guarded, while rows of 
tethered horses complete the scene. 
Outside the walls a crowd of the com- 
mon sort are gathered round a number 
of small inns, three of which in later 
days are to rejoice in the signs of 
“Heaven,” “Hell” and “Purgatory,” 
though if we take a hasty glance 
through their doors we shall have 
difficulty in deciding which will be 
which. 

There is a great coming and going 
between the Hall and the Abbey, for 
over against the Minster is the Treas- 
ury of the King and the Chapel of the 
Pyx, a proximity which, in the reign of 
Edward I, is to cause the arrest of 
Abbot Walter and many of his breth- 
ren on the charge of robbing the former 
to the extent of £100,000, during the 
king’s absence in Scotland—a charge 
of which, it is pleasant to relate, they 
cleared themselves after an uncom- 
fortable sojourn in the Tower of 
London. 

This is the second half of the financial 
year of the realm and the sheriffs, or 
shire-reeves, from all over the country 
are bringing to the Exchequer the 
balance of their collections, having 
made a previous visit at Easter when 
they deposited as much as they had 
been able to drag then from the people 
against the receipt of those tallies I 
have elsewhere described. 


ET us follow one of the sheriffs 
through the Hall and watch him 
render his account. We must walk 
warily for the floor is wet as there has 
been a high tide on the Thames, and 
Stow will record later how on one such 
occasion as this, the new sheriffs, 
chosen by the king by pricking names 
on a list—a method of selection still 
presided over today by the Chancellor 
—had to be rowed across it when the 
river was in flood. 
The Exchequer, which is on the 
river side of the Hall, though its exact 
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site at the time is now a matter for 
conjecture, consists of an upper and a 
lower chamber. At the door we find 
two ushers, one of whom has to provide 
all the writing and other materials for 
the proceedings inside. They ask for 
the sheriff’s credentials, and unseen 
we follow him inside. 

The lower chamber is a kind of 
counting house and permanent treas- 
ury. Here, in readiness to check the 
deposits brought in, we can see the 
Weigher or Pesour, the Melter for 
assaying, and many clerks and tellers 
who will count the bullion and agree 


. the tallies with the counter-stocks. 


At the time of our visit all payments 

are being made in silver pennies, 
the currency of the realm, though not 
so Many years earlier the accounts were 
complicated by receipts in kind and by 
coins of all descriptions. Eventually 
these were commuted for an assess- 
ment in specie and, to allowfor deficien- 
cies in the coin, a sixpenny poundage 
was charged. This was soon found to 
be insufficient for various reasons, 
such as standard and fineness, and 
all payments were ordered to be made 
in “Blanco” —that is, silver of a certain 
standard. In order to ascertain this, 
the clerks of the lower chamber counted 
out a-certain number of coins from the 
sheriff’s “‘farm’’ and carried them to 
the upper chamber, where a pound’s 
worth was weighed against a pound 
of the official weight. This done, the 
sheriff and the Master of Assays re- 
turned to the Melter who proceeded 
to melt the coins over his furnace and 
skim off the dross, charging two pence 
for his labors. The lump of silver 
was then carried back and weighed 
against the standard pound, the sheriff 
being forced to add pennies to make 
up the loss by fire. The number so 
required was recorded and the whole 
of his payments were submitted to a 
deduction on this basis, the process 
being known as “blanching his farm,” 
though probably under his breath he 
called it “bleeding him white.” This 
test for standard was known as the 
‘Trial of the Pyx,”’ from the box in 
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Westminster from the water front about 1600. The Parliament House is part of the old Palace 
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which the official coins were kept. 

With our sheriff we will now mount 
to the upper chamber. In the center 
of the room is a large table, twice 
as long as it is broad and having 
a standing ledge around it “four 
fingers broad.”” In appearance it sug- 
gests a giant chessboard, for it is 
covered with a russet cloth, “black 





The treasure chest in the Chapel of Pyx—used 
in transportation of the King’s Exchequer 


rowed with strokes about a span.” 
Indeed it is from this similarity that 
the method of its use became known 
as the “‘chess-game”’ while we derive 
our word Exchequer from Scaccarium, 
a chequered board or cloth. 


ROUND the table on low benches 

are grouped the Barons of the 
Exchequer, great officers of state who 
are “‘mostly ecclesiasticks,” tenants- 
in-chief and assistants. The president 
-is the King, but at the moment his 
representative at the top of the table 
is the Steward or Justiciar. Seated on 
his left is the Chancellor whose duty 
it is to issue writs and to look after the 
Great Seal and to check the Treasurer 
and, if he discovers any mistakes, to 
“rebuke him with modesty.” A little 
further away is the Constable who has 
charge of all outward payments to the 
army, royal officers and others, and 
beyond him, the Marshal, who is 
ready to take into custody any default- 
ing sheriff or debtor. The Constable 
is also responsible for the tallies and 
will store them away until that day, 
many centuries later, when the decree 
of their destruction will burn down 
the Houses of Parliament as well. 

On the right of the Justiciar is an 
extra member of the Court, the 
Bishop of Winchester, representing 
probably the treasury in his city. 

Along the left of the table are seated 
clerks with the tallies they have 
matched and among them is the 
Calculator, a very important function- 
ary at a time when most people are 
unable to read or write and are un- 
acquainted with the rules of arithmetic, 
though, as we shall see, these rules 
were not observed in the treasury 
calculations, nor were they for cen- 
turies afterwards. Opposite to the 
Calculator is the Treasurer, the most 
important official of all, since he super- 
intends all departments and is respon- 
sible for the Great Roll—later to be 


called the Pipe Roll—which dates 
from Anglo-Saxon times and is a com- 
plete record of the yearly claims 
against every person in the realm. 
Some of the entries, if we glance over 
his shoulder, make curious reading. 
There are revenues from the rents of 
assarts and purprestures, fines to 
secure lands and hurry on justice, as 
well as—a nice point this—to delay 
justice; from aids and scutages, tallage 
of crown lands and a host of other 
means of adding to the “king’s profit.” 


T the end of the table is the account- 

ant or debtor, while on benches 
against the walls sit other debtors and 
creditors ready to watch, as we are, the 
chess-game fought out between the 
Treasurer and accountant. A wonder- 
ful scene, made gorgeous by the robes 
of the barons and the vestments of the 
clergy. 

The game now begins. The Treas- 
urer’s clerk opens the Great Roll and 
reads out the amount paid in previous 
years by the sheriff, then the Calculator 
rises and places on the squares of the 
board farthest from him counters to 
represent this sum. The counters 
used are either dummy coins or actual 
coins not current in the realm, such 
as the besants and soldati of the East. 
The divisions of the table seem to be 
based more or less on the decimal 
system of the abacus, an instrument 
then in universal use among peoples 
who had not as yet received the gift 
of the cipher from the Hindoos to add 
to their numerals. ‘“‘More or less” 
because we realize from what the 
Calculator is doing that the first 
column is for pence and the second for 
shillings, an awkward division of cur- 
rency derived from the Saxons to 
whom we owe the fact that twelve of 
the former make a shilling and twenty 
of the latter, a pound. The third 
column is for pounds up to nineteen, 
the next for twenties and then for 
hundreds and so on. A counter placed 
above the line to the right, we observe, 
signifies five and one to the left, ten, 
thus doing away with the necessity for 
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placing, say, eleven pence in the first 
column, thus: 
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The clerk has announced a sum ot 
£756.14.9 and now the Calculator 
places the counters on the board so that 
when he has finished it looks like this: 
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The Treasurer turns to the account- 
ant and asks him if he is prepared to 
render his accounts fairly and squarely 
and upon his agreeing, the proceeds of 
his collection are brought forward. 
These consist of coins duly blanched, 
tallies for the amount he deposited at 
Easter, which have been carefully 
agreed, and the king’s warrants for 
certain sums he has disbursed on the 
royal behalf during the year and which 
are of course to his credit. Amid much 
clamor and dispute we watch the 
Calculator arrange counters represent- 
ing these various sums on the board 
below the first amount and when all 
are agreed, he proceeds to do a game 
of subtraction, or, if you prefer the 
chess simile, to remove piece against 
piece in the different columns until a 
balance one way or the other is left. 
Either our sheriff must make up a 
deficit or be credited so much towards 
his next appearance, when, as in chess, 
the board is cleared for a new game. 

The details of his payments are now 
entered on the Great Roll, of which 
the Chancellor’s clerk keeps a check 
copy, and the fact recorded that the 
sheriff is in credit or has made his pay- 
ment exactly, in which latter case a 
note is added that he has made his 
“quietus” and is quit. This custom 
Shakespeare perhaps had in mind when 
he made Hamlet say: ““When he might 
his quietus make with a bare bodkin.” 

There is much more that might be 
written on so interesting a subject but 
my space is done, so we must leave our 
sheriff setting out on his homeward 
journey, while the clerks of the 
Treasury are busy making up into 
rouleaux of hundreds the coins they 
have received, preparatory to carry- 
ing them under guard to the Treas- 
ury over against the Abbey. Like 
the sheriff, my business at West- 
minster is ended, and to my account 
of the Exchequer there remains but 
to add my quietus. 
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ewards Beyond the Salary— 


Discussing Compensations, 
Including Old Age Pensions 


ITH allthis talk 
Wi the air of old 

age pensions, 
unemployment insur- 
ance and _ retirement 
annuities, it would be 
well to consider what 
banks are doing in this 
direction. 

Of course it is gener- 
ally understood that 
bank employment is 
much more stable than 
that in other types of 
business and con- 
sequently the deserv- 
ing, ambitious and able 
bank employee is more 
or less assured of a life- 
time connection and 
thereby qualifies for 
recognition at the end 
of his period of activity 
and maximum useful- 
ness to the institution. True, the 
machine has displaced some workers 
as in other lines, but the retirement 
age has not moved forward materially. 

Conversely, working in an atmos- 

phere of thrift and conservatism all 
their lives, it might be assumed that 
most bank employees come to the age 
of retirement with a modest compe- 
tence. At least bank workers, with 
evidences all about them of the dan- 
gers of extravagance and lack of pro- 
vision for the future (as gleaned from 
the needs of customers) and working 
in an environment that makes possible 
thrift and safe investment, should 
certainly be able and anxious to pro- 
vide for the future. 
_ Most banks of course provide group 
insurance covering the lives of their 
employees and also provide doctors, 
nurses and dispensaries for the care of 
their health. In addition, they are 
most generous when employees tempo- 
rarily and sometimes for long periods 
ol time, are forced to be away because 
of illness. 

Similarly, most banks care for their 
employees on perhaps a higher scale 
than those in most lines of industry 


cBy W. J. Irving 
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and if there have been comments 
criticizing lower scales of wages, there 
are compensations which more than 
make up for any possible deficiencies 
in this respect. For example, most 
banks operate cafeterias which furnish 
employees wholesome food at reason- 
able and less than outside prices. 


\ OST banks maintain a dispensary 
*"“with the idea of giving emergency 
aid and advice when needed. Usually 
a doctor and nurse are provided free of 
cost. The bank makes no effort to 
provide for more than emergency 
service and assumes no responsibility 
or obligation for medical services ren- 
dered the employee outside the bank. 
If employees request, the dispensary 
management refers them to outside 
physicians of recognized ability. The 
dispensary is also used for medical 
examination of each new employee 
who must pass the medical test before 
being placed upon the payroll. 

Then most banks provide free insur- 
ance equal to the full amount of the 
annual salary up to $5,000. In some 
cases, the stipulation is made that the 
employee must have remained in the 
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employ of the bank for 
at least three months 
before such insurance 
is issued. The insur- 
ance is made payable 
to the employee in 
case of total disability 
or to his beneficiary 
in case of death, premi- 
ums being paid by the 
bank. In addition the 
employee himself may 
double this insurance 
(at the group rate) by 
authorizing the pay- 
roll clerk to deduct the 
amount of the monthly 
premium from the pay 
envelope. 

The bank also 
operates accident in- 
surance under the state 
compensation act 
covering employees in 
case of injury received while employed 
in work directly connected with the 
bank. 

Many banks also have established 
savings and investment plans for 
employees. In one case, the bank 
simply requires the employee to sign a 
card at the office of the payroll clerk 
authorizing her to set aside a regular 
amount from his pay and to deposit 
this to the credit of his savings account. 
If deposits are made regularly every 
pay day with no withdrawals for a 
year, the bank then enters a credit 
representing an additional 1 _ per 
cent interest over the regular savings 
interest rate. If there are withdrawals, 
however, the rate drops to the prevail- 
ing savings interest. At any quarterly 
interest period, the employee may 
transfer $100 or any multiple of $50 
then accumulated in this account to a 
special employees’ trust fund estab- 
lished in the estates department. When 
amounts are transferred to the employ- 
ees’ trust, such transfers will not forfeit 
the payment of the extra 1 per cent 
for the time they have remained in 
savings account. Employees who save 
in this manner, receive “participation 
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certificates” for all the amounts trans- 
ferred to the employees trust and the 
aggregate of these amounts are invested 
under the supervision of the trust com- 
mittee and the board of directors. 
Employees receive semi-annually their 
share of the net income, which ordi- 
narily is somewhat more than 5 per 
cent. Employees are permitted to 
purchase these certificates at any time 
with any other funds they may care to 
invest in them. 

Most banks also pay their employees 
for any new accounts or any other 
items of new business they bring in at 
any time during the year in accordance 
with a definite schedule of awards. 
Likewise, many banks enable their 
employees through discounts and bulk 
purchases to save considerable on 
commodities of all sorts. 

So that working in this atmosphere 
of personal solicitude on the part of the 
bank, employees may well look forward 
to the age of retirement as a period of 
ease based on accumulations made 
during their working years. 

Nevertheless, every bank recog- 
nizes a moral obligation to the man or 
woman who has spent a lifetime in its 
service and it was this fact that early 


persuaded some banks to consider 
seriously the matter of old age pensions. 

Mr. Dooley says “‘Ivery man has a 
past and a present; some min has a 
future.” 

Some of us hope we have a future, 
some of us are afraid so. There’s a 
vast difference. We know our past and 
it is commonplace. We know our 
present and it’s full of stiff collars and 
hot days and restaurant grub. But 
your future—not tomorrow or next 
year but the far-distant future —when 
your teeth come out at night and 
you're afraid of drafts. 

Looking that far ahead, futures are 
of only two colors, no matter how 
spotted our past or how multi-colored 
our present. There is the rosy future 
and the blue future. 

Have you ever promised yourself a 
time to come when the alarm clock 
will be exiled and you'll spend your 
mornings in bed and your afternoons 
in the hammock? Have you ever 
pictured yourself sitting sock-footed 
on the porch of a little white bungalow 
with a cherry pie cooling in the kitchen 
window and a chicken or two tied to 
the grape arbor in the rear? Then you 
have a rosy future in mind. 
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If on the other hand your visioned 
bungalow is a much larger building 
with a lot of other chin-whiskered 
oldsters and quilters in gray calico 
sitting on the porch with a county 
supervisor to dole out one plug of 
tobacco at a time —then you’re afraid 
you have a future, for it’s the blue 
variety. 


AWAY back in 1905 a mid-western 

banker, who was even then a pioneer 
in new methods of banking and ideas 
of public and employee relationship, 
became interested in providing rosy 
futures for his employees. 

His was the penalty of the pioneer, 
however, and it was not until 1916 that 
he was able to persuade his institution 
to listen to figures and estimates on 
which a pension scheme might be 
tormed. 

That, by the way, was a task in 
itself. 

You cannot simply say that after so 
many years of service an employee 
shall draw such and such a pension. 

It is necessary to take into considera- 
tion how many employees are on the 
pay roll, how many are women and 
how many are men, how long they’ve 


(Continued on page 37 


Lowest Overhead in a Village Bank 


Y the latest reports of the national 
bank examiner, the First National 
Bank of Loma Linda, California, has 
the lowest overhead of any national 
bank in the United States. The reason 
for this, they say, is because of the fact 
that the bank is a church 
project, and the _ personal 
interest and aid given by the 
church members help to keep 
its expenses low. 

This bank, on the cross- 
roads of a village of about 
2,500 inhabitants, is different 
from any other bank in the 
world in several ways. First, 
because on Saturdays, which 
is the big banking day of the 
week all over the United 
States, this bank has its doors 
locked all day, until seven 
o’clock in the evening, when 
it is opened and business is carried on 
until nine. Sundays it is open all day. 

Loma Linda is a Seventh Day Ad- 
ventist Community, and the First Na- 
tional Bank there is a denominational 
project which was organized on June 5, 
1929, and occupied one of the rooms 
in the Loma Linda Sanitarium for the 
next five months, until November 9, 
when it was installed in the artistic 
little building at the crossroads of the 
village. It was organized with a cap- 
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ital of $50,000 and was under the direc- 
tion of the treasurer of the sanitarium 
until its removal to the new location. 











Another unique feature of this bank 
is its world-wide clientele. Since it is 
the only bank entirely under the di- 
rection of the Seventh Day Adventist 
Church, members of this sect every- 
where send their savings deposits to 
the Loma Linda Bank. This, of course, 
includes their missionaries to foreign 
countries, as well as a large number of 
their church members all over the 
United States, and particularly in 
Southern California. Many of the 
missionaries are graduates of the Col- 
lege of Medical Evangelism at Loma 
Linda, so that their personal acquaint- 
ance with the bank directors adds to 
their interest in it. 

In two years since the bank was 
organized, in 1929, deposits have grown 
to $380,000 and are still grow- 
ing, according to Reed W. 
Thomas, vice-president. The 
capital is $50,000. This bank 
solicits no business, either in 
deposits or loans, from people 
outside their own religious sect, 
although it never refuses to 
open accounts with anyone. 
Real estate and insurance are 
carried on in connection with 
the banking business, for which 
two commissioned men are 
employed, besides the three full 
time employees in the bank. 
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allacies of the “Investment 
Insurance Trust” 


Wherein It Fails 
as Substitute for 
an Insured Future 


N order that my position shall be 
clearly understood at the outset and 
also to enable me to speak frankly 

in this article, I should like to state my 
own attitude toward the insurance 
trust in general, which attitude I 
believe to be approximately that of 
most insurance executives. 

The insurance fraternity as a whole, 
and myself in particular, are deeply 
appreciative of the service to the insur- 
ance business which the insurance trust 
in the hands of a trust company or 
bank with trust powers can and does 
offer. We are fully aware that such a 
service is a valuable complement to 
life insurance and affords to the insured 
public and to the life insurance repre- 
sentatives the means of a well-rounded, 
sound and attractive estate plan. 
Especially are we in the insurance 
fraternity keenly desirous of continuing 
to the fullest extent possible the co- 
operation between trust and insurance 
companies, which is so essential. We 
hope, and are prepared to assist in 
every reasonable way, to further that 
co-operation. 

I have lectured and written some- 
what extensively on the insurance trust 
and have always attempted to point 
out to the life underwriter in the field 
and to his insured the value of trust 
company service. As stated in my 
article* in the March number of The 
Burroughs Clearing House, the head of 
a family has taken only the first step 
in protecting his family against the 
unknown future when he secures 
adequate life insurance. As _ highly 
commendable as such a step is, it 
leaves much ground uncovered before 
his family is adequately protected. 
The degree to which his life insurance 
will protect his family depends entirely 
upon the wisdom and protection with 
Which his life insurance dollars are put 
to work. In short, what the insured 
with dependents needs is an investment 
plan for his life insurance proceeds 
Which will guarantee to the highest 
degree possible an income over an 
indefinite number of years fitted to 
the various fluctuating needs of his 


**Parallel Administrations of Insurance Trust” 


By C. H. Voorhees 


Counsel, Connecticut General Life Insurance Company, 





This article, by a leading insurance 
company executive, presents the other 
side of the question of “Investment 
Insurance Trust” proposed for trust 
company administration by Edward 
J. Reilly in a series of articles in The 
Burroughs Clearing House in 19.30. 

It conforms with the policy of this 
magazine to publish both sides of 
timely or controversial subjects without 
necessarily endorsing the views ex- 
pressed by the authors writing on 
either side.—The Editor. 











dependents throughout those years. 
Most important is the conclusive fact 
that a lump sum payment to a widow 
and children is the last course which 
the average husband and father should 
take. 

This fact can be fully appreciated 
if we stop to consider that in the 
majority of cases those insurance pro- 
ceeds may be most or all that stands 
for comfort and security on the one 
hand or lack of it on the other. A 
widow who faces a future with minor 
children, realizing that her own and 
her children’s future depends to a very 
large degree upon the sound invest- 
ment and care of the insurance pro- 
ceeds left by her husband, will either 
feel a deep responsibility and burden 
or, failing to do so, will almost certainly 
fail in the task before her. 


VERY generally, there seems little 

doubt that the representatives of the 
trust companies fully appreciate the 
high degree of ability and sympathy 
which it is their duty to render to the de- 
pendents of their clients who entrusted 
so much of their future to the trust 
company when they left their insurance 
in trust with it. I have every confidence 
that this feeling will continue, and yet, 
I appreciate that there are or will arise 
in the future institutions that place 
profit first and service second. The 
occasional black sheep is inevitable but 
all connected with the insurance trust 
movement can contribute to limit 
these cases to the irreducible minimum. 

Another phase of the insurance 
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trust movement which the insurance 
companies are unable to approve is that 
form of insurance trust which has be- 
come known as the “‘Investment Insur- 
ance Trust.” This subject was treated 
at some length by another writer in 
the June, September, and November, 
1930, issues of The Burroughs Clearing 
House. As stated in those articles, the 
basic plan of the investment insurance 
trust may be illustrated in the follow- 
ing case: 

Husband and father, A, should have 
an estate of $100,000 were he to die 
tomorrow. He has $5,000 of cash. 
This sum is handed over to a trust 
company under an insurance trust 
agreement to be invested by it after 
the purchase of sufficient life insurance 
so that the balance of the cash plus the 
life insurance equals $100,000. The 
creator of the trust is to make periodic 
payments to the trust company to be 
added to the trust fund, all of which is 
to be invested by the trust company. 
As the trust fund increases by these 
periodic payments plus the income 
from the investment of the fund, the 
plan presupposes the lapsing of a 
portion of the life insurance so that, 
roughly speaking, the life insurance in 
force plus the trust fund at all times 
equals $100,000. 

One must admit at the outset that 
the plan is in some respects an attrac- 
tive one, but even in that very attrac- 
tiveness there exist elements of danger. 
I believe these elements affect not only 
the insured and his family, but also 
the trust company and the insurance 
company. 

There have been a number of pana- 
ceas and plans proposed recently by 
various writers, some of whom are of 
questionable authority. I recall a very 
extensive advertising campaign from 
certain sources recently, urging in effect 
that the only sound function of life 
insurance was protection and that any 
person who spent good money for life 
insurance involving any features but 
pure protection, was foolish. Such 
advertising flourished in the golden age 
which terminated in November of 1929. 
The proposition in brief was this. Mr. 
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Insured was told in glowing terms of 
the money that could be and was being 
made in the market. Unfortunately, 
Mr. Insured had heard of many in- 
stances confirming it. Being human, 
he was amenable to making some of 
it himself, but at the same time was 
handicapped by lack of cash. It is 
history now, and rather a sad chapter, 
that there was no end of schemes for 
raising the needed cash. 


MONG these “get-rich-quick” 

schemes was that involving the sur- 
render of life insurance for cash values 
or borrowing on life insurance policies 
for the full loan value. As far as life 
insurance was concerned, the plan 
which the exponent of immediate 
riches painted in such glowing terms 
was very simple. With subtle intima- 
tions as to the foolhardiness of paying 
good money for any form of life insur- 
ance other than pure protection, the 
salesman (who, of course, was con- 
cerned with nothing but the welfare of 
his prospect) pointed out that his 
limited-pay, endowment, or even 
straight life insurance had certain cash 
and loan values and that these in- 
creased at a snail’s pace in comparison 
with the speed with which they would 
double, triple, or quadruple if invested 
in the market. All the prospect needed 


to do was to convert his insurance to 
term or other pure protection insur- 
ance, take his loan value, and invest 
it in the market. 

Let us see how the investment insur- 
ance trust might have fared after the 
crash of November, 1929. Mr. Insured 
had taken his small savings to a trust 
company which was preaching the doc- 
trine of the investment insurance trust 
of the type referred to. His family re- 
quirements called for, let us say, $50,000 
in case he were to die prematurely. He 
has built his initial $5,000 of cash up 
to $20,000 and has lapsed $20,000 of 
life insurance, so that the amount of 
property and insurance he carries is 
$50,000. This process goes on until 
he has $30,000 in his trust fund and 
$20,000 of life insurance. This rapid 
progress has been made through the 
golden age from 1926 to November of 
1929 —and then the bubble bursts. Mr. 
Insured’s $30,000 trust estate has 
dwindled to $5,000, $10,000 or $15,000 
and he awakens one dismal morning to 
realize that he is now possessed of an 
estate of $25,000 or $30,000 made up 
of insurance and securities. 

In the meantime, he has become un- 
insurable. Perhaps the stock market 


blow has conduced in part to this con- 
His physical condition has in- 
premature 


dition. 


creased his chances of a 
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death. The moment he is financially 
able, he sets out to build up his estate 
to $50,000 by a purchase of more life 
insurance. But the insurance company 
tells him he is not an acceptable risk! 

Perhaps the most fatal defect in the 
investment insurance trust is illustrated 
by this case. In effect, it presupposes 
that once the invested trust fund 
reaches a certain figure, it will never 
drop far below that figure. How much 
happier this country would be just 
now were this approximately true. It 
is not hard to explain why such plans 
as the investment insurance trust, 
outlined in the articles previously re- 
ferred to, tended to attract some atten- 
tion in the good old days when the 
market seemed headed ever upwards 
and two dollars were made to grow so 
easily where only one dollar grew be- 
fore. 


EEP in mind, however, that through- 

out this period of increasing invest- 
ments, the investment insurance trust 
as outlined in those articles, had as one 
of its. basic elements the lapsing of life 
insurance so that the total estate should 
remain at approximately a level figure. 
It would have been little less than a 
tragedy had the investment insurance 
trust built upon this plan been adopted 
wholesale by the insured husbands and 
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fathers of America during that period 
which ended with such a severe head- 
ache in November of 1929. In short, 
many thousands of breadwinners, as 
their investment fund increased in 
size, would have lapsed millions of their 
insurance coverage. They would have 
awakened in the latter part of 1929 
and throughout 1930 to the stunning 
realization that their estates had 
dwindled to sixty, fifty, or even a 
smaller per cent. 

Although not stated in the articles 
referred to, I assume the author’s 
answer to this situation would have 
been, “Very well, let the insured now 
go out and purchase additional insur- 
ance.” Such an answer shows very 
clearly another fatal defect in the in- 
vestment insurance trust plan de- 
scribed. Insurance companies have a 
way of requiring proof that the appli- 
cant for insurance is in good health. 
Unfortunately, human beings have a 
way of becoming uninsurable. The 
result is that every insured who enters 
into this investment insurance trust 
plan faces a very real possibility that 
some day he may realize, after having 
lapsed insurance which he was able to 
secure at one time, that he cannot 
replace it. 

Assuming good health, however, 
what about his financial ability to 
purchase life insurance at a time when 
he has just taken a financial licking in 
his investments? In short, the situ- 
ation is likely to be that the applicant’s 
health has been impaired by his worry 
over severe losses, and his pocketbook 
at the same time so depleted that he 
cannot purchase life insurance even if 
he is in good health. 


T seems to me that there is no field 

in which we must face human nature 
as it is more steadily than in the in- 
vestment field. It is all very well to 
work out a beautiful investment plan 
on paper but a very pertinent question 
is this: Will the average human being 
follow through on that plan? When 
Mr. Edward J. Reilly, the writer of the 
previous articles, in his enthusiasm for 
the investment insurance trust, states 
in a very serious vein his surprise that 
the investment insurance trust has not 
grown, it appears rather evident to me 
that he has failed to keep in mind this 
important factor of human nature. I 
dare say Mr. Reilly had not attempted 
to sell very much life insurance. Let 
him talk to a few life underwriters and 
learn how difficult a proposition it is 
to persuade prospects to do their 
simplest duty by themselves and their 
families and he will more fully appre- 
clate what a difficult sales proposition 
he has when he starts out to sell not 
only the life insurance but what 
amounts to a life investment plan at 
the same time. I am of the positive 
opinion that, even were the investment 


insurance plan suggested by Mr. Reilly 
sounder in all its aspects, the sales 
obstacles alone would prevent its ever 
reaching any appreciable magnitude in 
this country. 

There are other phases of the un- 
certainty of human affairs which it 
seems to me the aforementioned ar- 
ticles ignored. ‘The plan as outlined 
in those articles assumed that the 
average man could fix his estate needs 
today at a certain figure and rest more 
or less assured that that figure would 
continue to represent his estate needs. 
Would that human estate needs could 
be fixed so positively! Were it possible 
to do so, the struggle for independence 
would be considerably simplified. 


ET us assume that Mr. Insured with 
a wife and two children is correct in 
assuming that if he could acquire a 
$100,000 estate today, then his family’s 
future would be pretty well protected 
were he to die tomorrow. Happily, he 
does not die tomorrow but lives for an 
indefinite period of years. Happily, or 
unhappily as the case may be, Mr. 
Insured’s family situation and their 
resulting needs have a way of changing. 
They may change numerically, for 
example, and he finds himself the 
father of three or four children a few 
years hence instead of two, and his 
estate needs, calculated on the same 
basis as previously, will proportionately 
multiply. Again the question is per- 
tinent: What if in the meantime Mr. 
Insured has lapsed a portion of his 
insurance and finds himself unable to 
pay for additional insurance or, more 
pertinently, uninsurable by any reliable 
company? 

There is another variable factor —an 
increasingly higher standard of living. 
It is one of Mr. Reilly’s fundamental 
assumptions that the most likely pros- 
pects for the investment insurance 
trust consist of that large group of 
young men who have a real oppor- 
tunity of some day acquiring a sizable 
estate —in short, the group which is 
going to make more and more money 
up to a certain limit. There is no need 
of discussing whether it is fortunate or 
unfortunate, but we simply must face 
the fact that with increasing incomes 
there is a decided tendency toward a 
higher standard of living. Having accus- 
tomed his family to that standard of 
living, he of course will earnestly desire 


‘that that standard be continued as 


nearly as possible after his death, yet 
the plan of life insurance trust discussed 
presupposes a fixed estate remaining 
so, even at the cost of lapsing insurance 
as the trust fund increases. 

A more specific but perhaps less 
important phase of this argument lies 
in the field of inheritance taxes. As 
Mr. Insured’s estate increases, he in- 
evitably faces a higher and higher 
death duty. Life insurance has become 
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a very valuable and almost unique 
means of protecting the estate against 
the undue shrinkage resulting from 
these death duties. Again, the fixed 
estate need discussed by Mr. Reilly 
breaks down for the simple reason that 
as the estate fund increases, death 
duties increase automatically, yet the 
plan outlined is based on an estate the 
size of which remains constant. The 
greater the property side of the estate, 
the greater the death duties, which in 
turn require more insurance to protect 
the estate against undue shrinkage 
through death duties and other ex- 
penses. But Mr. Reilly’s plan is to 
lapse the total remaining insurance 
when the estate reaches $100,000. It 
is safe to assume a shrinkage of from 
12 to 15 per cent in an estate of this 
size, with the real possibility of a much 
larger shrinkage in some cases due to 
a forced sale of estate assets with 
which to meet estate obligations. One 
of the peculiar and valuable functions 
of life insurance is to furnish liquid 
cash to prevent just such a shrinkage. 
But the proposed investment insurance 
trust plan involves as a basic principle 
the lapsing of insurance as the estate 
grows. Finally, when the investment 
estate reaches the desired figure 
($100,000 in the assumed case), the 
last insurance is lapsed. Within certain 
limits, as the estate grows the need for 
insurance grows likewise. 

But what does the proposed invest- 
ment trust plan offer to meet this situ- 
ation? The answer is that instead of 
providing a solution for the problem, 
it goes directly contrary to the need 
presented. It proposes that as the 
invested estate increases in size the 
insurance will be lapsed, even to the 
point of leaving no insurance whatever 
if the estate has reached its proposed 
maximum. 


A GAIN, let us revert to the situation 
* “since November, 1929, to show what 
a serious result might have followed 
from this proposal to lapse insurance as 
the estate increases. Let us assume that 
in a given case the estate had reached 
a desired maximum of $100,000 and 
that all life insurance has been lapsed. 
The figure of $100,000 was selected on 
the theory that that is what this man’s 
family needed as adequate protection 
in the event that he passed out of the 
picture. As the result of the stock 
market debacle, the estate has dwindled 
to $50,000 at the time of this man’s 
death. Let us assume that the costs 
of administration, burial expenses and 
current obligations, to say nothing of 
death duties, amounted to $10,000, 
which of course must be raised almost 
immediately. Where is the money 
coming from? Since there is no liquid 
cash available, part of his investments 
must be sold, but the market for those 
investments is a wofully poor one. 


(Continued on page 43) 
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rust Business — By Solicitation 


The Conclusions to be Drawn from the 
Methods of Evaluating Future Trust Business 


PART III 


By W. Tresckow 


Assistant Vice-president Central Hanover Bank and Trust Company, New York 


ITH increasing expenditures 

in the production of new trust 

business, evidence is plentiful 
that, if the expenditures are intelli- 
gently made, an increasing amount of 
business can be produced. 

Much of this business is in futures — 
appointments as executor and trustee 
under wills, for example. This results 
in a poor showing of present profits in 
many trust departments, and the in- 
‘ stitution that does not consider the 
value of its increasing assets in the 
form of futures may become dis- 
couraged and unwisely discontinue or 
let down on its new business efforts. 

On the other hand, the institution 
that becomes over-enthusiastic about 
the millions in futures piling up in its 
vault, without endeavoring at least to 
approximate these assets in terms of 
profits, may extend its new business 
efforts far beyond their actual worth. 

In view of the amount of money 
being spent by trust departments on 
new business production, it is becoming 
increasingly important to determine 
how much money can be spent profit- 
ably and how profitably the present 
expenditures are being made. 


HE first definite and organized 

thought on the subject came about 
three years ago. Since then the work 
of developing some reasonably sound 
method of evaluating new trust busi- 
ness has been undertaken in earnest by 
increasing numbers of trust men, and 
some headway has been made. The 
type of the men that have taken up 
the work of advancing our knowledge 
along these lines gives assurance that, 
in spite of the many variables that 
must be considered, something of real 
value will result from these efforts. 

Fundamentally, the problem —like 
most others with which we are faced — 
is not necessarily new. Already known 
factors are found in different combina- 





Mr. Tresckow 


tions. Trust business, from the stand- 
point of income in comparison with the 
volume involved, has the characteristics 
of the staple commodity —large volume 
and small profit margins. From the 
standpoint of selling, however, we 
have the elements of the specialty —a 
one time sale and fairly heavy sales 
cost. The other element in combina- 
tion with these two is the same that 
the insurance business faces —that is, 
operations on contracts continuing 
over an indeterminate number of years, 
with compensation not necessarily 
based on length or quality of service. 
All these elements, with the exception 
of the first, are new to the banking 
business, and consequently we have to 
develop guides that will give us results, 
or the possibility of them, with some- 
what the same accuracy that the 
shorter term operations of banking 
have always enjoyed and are enjoying 


at the present time with increasing 
benefits to the business. 

Trust business has many character- 
istics of the staple, and this presents 
immediately a great number of con- 
sequences well known in other lines of 
commerce and industry. It means that 
the selling cost has to be extraordi- 
narily low so that the small margin of 
profit will not be wiped out by too 
large a selling cost. The further com- 
plications are that the conditions that 
usually prevail to make possible low 
selling costs do not exist, because ours 
is usually a one time sale —sometimes 
two, but rarely a three time sale. 


[ow selling costs are obtained largely 
where prices and service are stand- 
ardized to a point where frequent 
repeat sales can be made with a 
minimum of trouble. It is obvious that 
a man dies but once and can pass 
his property but once. And if a pros- 
pective customer is spoiled once, it is 
difficult to resurrect his interest. 

Specialty selling, which this is, usually 
produces a very high sales cost because 
it has to be done by a high type of man. 
All the waste exists in that type of 
selling which arises from the necessity 
of finding new prospects, of dealing 
constantly with new people and ac- 
quainting them with your product and 
service. 

A further complication arises when 
we find that much of the work of the 
selling organization that is paid for 
today will not yield any income until 
some indeterminate time in the future. 
This lapse of time also provides an 
opportunity to create losses, due to the 
fact that men will change their minds. 
A sale made today may be lost before 
the goods are delivered. This is 
brought about through changes in the 
character of the trust institution itsell, 
or because of new alliances on the part 
of the customer (through the chance 
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of trade) with other financial institu- 
tions. 

The first suggestion for determining 
the value of new business expenditures 
was to view it as an investment and 
to attempt to compare it with the 
other investments of the bank in point 
of yield. The thought was that all 
expenditures for selling and advertising 
were of that character and that they 
might not be unfairly considered in the 
light of an investment. Considerable 
disagreement has arisen on this point. 
Some are very outspoken in pointing 
out that advertising, and even part of 
the selling expense, are defenses of the 
present business, as well as attempts to 
gain new business. There is a great 
deal of truth in this statement, but it 
does not contribute to the accuracy of 
determining the actual value of new 
business expenditures or of the amount 
that can be spent. It is entirely con- 
ceivable that no two banks will agree 
as to what proportion of the expendi- 
ture should be charged to defense and 
what to the obtaining of new business. 
Hence it seems sounder to recognize 
this defense value but not to include 
it in the calculations, because it would 
bring in a very indefinite element which 
would preclude the possibility of any 
standard figure. 

It is a well recognized fact that no 
department in the bank can be active 
in any direction without having an 
effect indirectly on every other depart- 
ment of the organization. That any 
effort at obtaining any kind of business 
has collateral benefits attached to it in 
the form of advertising and good will 
lor the bank, is readily 
admitted as understood. 


From all this it may be safely stated 
that there is no definite agreement that 
new business expenditures could be 
classed as investments. However, 
there seems to be no argument against 
using the customary methods of de- 
termining the value of investments in 
evaluating future trust business. Due 
to the length of time between expendi- 
ture and return of principal, there 
exists at least a similarity between the 
two things. 


WO distinct trends of thought also 

have developed as to whether each 
individual piece of future trust busi- 
ness should be figured on the basis of 
the age of the customer and his family. 
the amount involved and the classifica- 
tion of the business itself by types; or 
whether it can be safely figured on the 
basis of so much average profit per 
thousand of property passing through 
the trust department, regardless of the 
classification, and on the average of 
the ages of the customers. 

Naturally, the first method is the 
ideal method, provided sufficient cases 
are available to make the figures mean 
anything. In the view of the fact, 
however, that sufficient accurate experi- 
ence on each particular form of trust 
service is wanting at the present time, 
it seems safer to attempt to use such 
averages of all kinds of trust business. 

Is it not more advisable at the present 
time to endeavor to find the average 
profit per thousand dollars of all 
property that passes through the trust 
department and to take the average 
age of all the trust customers, and in 
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that way attempt to get at an approxi- 
mation of value, than to attempt to 
classify each piece of business minutely? 
We have seen long tables attempting 
to do the latter, but it would seem that 
it is too early, because of the lack of 
experience on which to draw, to base 
action on such tables as have been 
developed. 

When attempting to figure the value 
of each piece of business according to 
the life expectance of the customer, 
some interesting things arise. 

The average age of the man of means 
is about fifty to fifty-five, and prior to 
that age wealth is the exception rather 
than the rule. Such men are much 
less prone to change to another 
company than the man of forty or 
under. 

The fact that men younger than 
forty years old own little in comparison 
with the older men, leads me to believe 
that for some time to come the average 
age of the trust customer can safely be 
taken to be between forty-five and 
fifty. However, we are experiencing 
an increase in average age, or, perhaps 
better, a falling of the death rate. This 
makes it possible that the average 
number of years we shall have to wait 
for our future business to go on the 
books will not decrease during the 
next few years, at least until the num- 
ber of prospects of that age has very 
much decreased. 

While there is considerable difference 
of opinion on this point, it is largely 
due to the fact that there have been 
very few tabulations made comparing 
age groups with the amount of wealth 

they control. Analysis 





Difficulties arise where 
these expenditures are 
handled by different 
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of the business now 
signed up in the form of 
wills and all other future 





executive divisions and 
there is some attempt 
made to evaluate the 
effortsof eachseparately. 


Assets 


AVERAGE ESTATE OF $5,000,000 


Amount % 


ANALYSIS 


1. The law limits the time for payment of taxes, and 


trust business, has in- 
variably brought out the 
facts stated above as to 
the age and the amount 


A. Real Estate.cccccccsececcscecrsecssenee 723,000 14.46 ALL obligations must be paid before the estate can be of we a l t h i nvo lv e d. 
The other very definite B. Gov't & Municipal Bonds... 582,500 11.65 — Lack of wealth and the 
; C. Other Bonds...cssccscscesssssesessees 206,000 4.12 2 


viewpoint is that the 
expenditure of money to 


D. Corporate Stocks........sssssesssneesse 


2,781,000 55.62 














2. If the actual cash amounts to 35% of item E. (Cash, 
Notes, Mrges.), it would appear that the liquidation 


E. Cash, Notes & Mortgages. 371,000 7.42 of the estate's obligations might necessitate the con. 
obtain new business is F. Life Insurance.scsecesssusenenee 14,000 28 version of the following assets. 

lors e : G. Miscellaneous Property bnsecaheanes 322,500 645 All of item F. (Life Ins.)..... 
a legitimate business ex- — hetindet....... 
pense; that in the usual Tax Exempt Alll of item B. (Gov. Bonds) .......00 
case, 30 per cent of gross M. Charitable Bequests............0+ 2 $ 20,000 40 aaa aa ar ee 
income may be spent in Shrinkage = 


reinvesting in new busi- 
ness and that 20 per cent 
might be a conservative 
figure to use for a bank. 
This last version is again 
one of distinction rather 
than of creating greater 
accuracy in determining 
valuation. However, it 
does lend a yardstick 
in determining the final 
or maximum amount 
that might be spent in 
the view of general busi- 
hess experience. 


W. Funeral & Administration......... $ 285,000 
X. Debts & Mortgages... 
Y. Federal Estate Tax...........c:0::++ 78,500 
Z. N. Y. Estate & Inheritance Tax. 313,500 








Total Shrinkage............v:0» $1,075,500 


5.70 
7.97 
1.57 
6.27 


21.51 


NOTE: The above facts about estates and their shrinkage arc 


estates reported to the Treasury 
1925 and 1926. 


upon United States Government records of 1 
Department during the year: 


$s 


The Federal Estate and New York Taxes have been computed 
on the basis of the laws and tax rates now in effect. In all 


other respects the figures are actual experiences. 


The New York Inheritance Tax has been calculated on the 
assumption that the entire net estate passes co the wife. 


TIN avcnrinnenkeocssnrevieenoonanionesien 


3. This would leave the following less liquid and more 
Speculative assets for the payment of charitable be. 


quests and support of the family. 
Item A. (Real Eseate)............ 


Item E. (Notes, Meges.) .......:0:000000 


TE Ty isecctsscssesscricncecscscvinvnes 


A substantial portion of this shrinkage could probably have been 
eliminated by proper pre-administration such as the Cenrrat 
Hanover Plan would provide. 


See i cericnsicnecseseseeiciveenneness 


greater tendency to 
move from one bank to 
another before the age 


, oa of forty, clearly indicate 
582,500 that at the present time 
en we are not warranted in 

ods ene paying much attention 


to the evaluation of this 
type of business. 
The figures available 


wound 723,000 as to percentage of loss 
2,636,850 " 4 - 
peiscoie of future business 
322,500 according to age have 

om $3,924,500 been taken, thus far, 


largely from life insur- 
ance experience. They 
may be applicable but 








there are factors enter- 
ing into a banking con- 
nection that make for 
stronger and more last- 
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Our Banking System? 


By Gaines T. Cartinhour 


Author of “Branch and Group Banking’ 


r ! NAHE unit or independent banking 
system is being subjected to re- 
lentless pressure and invasions 

from all sides. The unit bank, like 
many other types of local enterprises, 
has been made possible because of the 
distance between communities. Dis- 
tance has now been abolished by 
the development of communication, 
through road building, the automobile 
and other facilities, and as a conse- 
quence unit banks find themselves face 
to face with a difficulty that seems to 
be almost insuperable. ‘The position 
of the small bank is also being made 
difficult because of centralizing forces 
in industry and the consequent rapid 
disappearance of small independent 
business establishments. 

The following compilation indicates 
the degree of adjustment of the bank- 
ing system as a whole to the tremendous 
expansion of wealth and industrial 
activity during the past decade insofar 
as an increase in average resources and 
a decrease in weak banking units is 
concerned, but does not give a correct 
propectus of the status of the country 
bank because it draws no definite 
line of demarcation between country 
banks and other banks. 

The total resources of the banking 
system with 30,812 (the largest number 
of banks ever existing in this country) 
in 1921 were $46,671,390,000, while in 
1930 there were only 25,330 banks, but 
their total resources amounted to 
$72,172,505,000. Consequently, in the 
ten year period, the number of banking 
institutions decreased in round num- 
bers by 5,000 and banking resources 
increased by nearly $25,500,000,000. 
Whereas the average bank in 1921 had 
resources of $1,513,000, the average 
bank in 1930 had resources of $2,852,000. 
Therefore, the average resources per 
bank increased over $1,300,000 in the 
ten year period. While total resources 
increased by nearly $3,500,000,000, 
and average resources per banking in- 
stitution increased by over $200,000 
during the year 1928 alone, total re- 
sources for 1929 and 1930 only increased 
by about $500,000,000 per year, or 
an average of approximately $25,000 


per institution per year. Increase in 
average size is not only attributable to 
the accumulation of resources, but also 
to the decrease in the number of banks, 
this reduction being a net decrease 
covering voluntary liquidations, in- 
solvencies, consolidations, and primary 
organizations (new banks). 

Unless the advocates of the unit 
system can offer something better than 
theories based upon sentiment, it seems 
likely that banking in the United States 
is definitely entering a new era. The 
significance of the bank concentration 
movement has already stimulated a 
Congressional inquiry into the subject 
of branch and group banking. Hear- 
ings have been completed before the 
House of Representatives, Committee 
on Banking and Currency, and a simi- 
lar investigation, though much broad- 
er in scope, is now being conducted by 
the Senate Banking and Currency Sub- 
Committee under the chairmanship of 
Senator Carter Glass. While the out- 
standing problem before Congress, 
from the banking concentration point 
of view, is the extent to whieh branch 
banking powers should be permitted 
to national banks, it is likewise con- 
cerned with developments in group 
banking, with a view to determining 
what federal enactments, if any, 
should be adopted with reference to 
this instrument of bank centralization. 

Advocates of extensive branch bank- 
ing indicate two outstanding objec- 
tives which a more liberal branch bank 
law for national banks would attain: 
(1) a radical reduction of bank failures; 
and (2) an adjustment of the banking 
system to contemporary economic de- 
mands and circumstances in a more 
satisfactory manner than is offered by 
the institution of group banking. 

During the ten year period, 1921 to 
1930, a total of 6,968 banks were re- 
ported as having suspended operations, 
involving deposits of $2,625,627,000. 
Since 797 were reopened, with deposits 
of $296,385,000, net failures numbered 
6,171. Of this number 5,344 were 
state banks and 827 were national 
banks. Federal Reserve System mem- 
ber banks numbered 1,057 compared 
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The Needs Upon 
Which Pending 
Legislation Likely 
Will Be Enacted 


with a total of 5,114 non-members. 
Allowance must be made, however, for 
the substantially greater number oi 
state-chartered, non-member banks. 
During the year 1930 alone, there were 
1,326 banks which failed, causing the 
tying up of about $900,000,000 of de- 
posits. This figure is the largest for 
any year in the history of the country. 
Furthermore, during 1931 (up to the 
time of writing, February 27) a total 
of 256 banks have closed their doors. 
If bank closings keep up at this rate, 
we may have a record number during 
1931. However, this seems unlikely. 

Of these suspensions during the past 
decade, 71 per cent were banks capi- 
talized below $50,000 each and 88 per 
cent were banks with less than $100,000 
capital. But by far the largest mor- 
tality rate was that for banks with 
capital of less than $25,000, which 
constituted 63 per cent of the total. 
If large city banks were permitted to 
operate branches in the small cities 
and towns, these places would be 
somewhat protected against failures 
and likewise provided with adequate 
and high grade banking facilities. 
Guaranty of deposits or an intensifica- 
tion of the correspondent system would 
not be satisfactory palliatives for the 
difficulties of the small country bank. 


HE second factor which has made 

the branch banking question so 
significant is the unusual development 
of group bank systems. Figures released 
by the Federal Reserve Board in Janu- 
ary indicate there are 289 group sys- 
tems in the United States, including 
2,007 banks. These organizations prob- 
ably control over $15,000,000,000 in 
banking resources. They would have 
developed more rapidly during the past 
year had they not been retarded by two 
factors. One was the business depres- 
sion which obviously has affected all 
capital enterprises. The other was the 
probability of legislation arising out o! 
the House Committee on Banking and 
Currency . hearings relative to the 
matter. Group leaders and officials 
undoubtedly wished to maintain their 
status quo until they could determine 
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what governmental action may have 
been contemplated. 

While the constituent banks in a 
group system are supported by the 
strength and supplementary facilities 
afforded through the holding corpora- 
tion, these organizations embody cer- 
tain undesirable characteristics. While 
space forbids a detailed discussion of 
disadvantages, at least two of the 
arguments advanced by the opponents 
of group banking must be mentioned. 
The branches of a bank or the mem- 
bers of a group of banks are closely 
interdependent and in order to learn 
their true condition, a simultaneous 
examination of all is necessary. Be- 
sides the technical problems involved, 
which are difficult but not insur- 
mountable, there is the problem of 
divided jurisdiction in making the 
examinations. Some of the banking 
groups are composed of both national 
and state banks scattered in a number 
of states. Their examinations are thus 
in the hands of a number of different 
banking departments, with little or no 
co-operation between them. Inasmuch 
as one state cannot examine and super- 
vise banks in another state, even if the 
banks in question are a part of the 
same group, the power to conduct 
such examinations must be brought 
under the jurisdiction of the federal 
government. 


HE McFadden, Goldsborough, 

Strong, and Beedy bills constitute 
the proposed legislation on the question 
of holding company regulation now 
pending before the House of Representa- 
tives. A review of their salient provi- 
sions is enough to convince of their 
failure to cover the full potentialities 
of the situation with which they pur- 
port to deal. The Goldsborough bill 
prohibits any corporation, whether a 
holding corporation or not, from exer- 
cising the rights associated with the 
ownership of voting stock, while the 
Strong bill provides unduly harsh 
penalties for affiliation with a group. 
Both bills proceed on the erroneous 
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assumption that the best way to deal 
with the problem is to wipe it out of 
existence under penalty of severe 
punishment. 

The other two bills adopt a more 
sensible and more effective way of 
handling the problem. Both seek to 
promote supervision —the McFadden 
bill by examining the affiliated banks 
and the Beedy bill examining the hold- 
ing company directly. Of the two, the 
Beedy bill would appear to be prefer- 
able. The banks themselves are al- 
ready subject to supervision, either by 
federal or state examiners, or both, 
whereas it is the holding company 
which must be subjected to examina- 
tion. However, the Beedy bill appears 
to be too mild to deal with the situ- 
ation. It does not seem to reach into 
the heart of the problem of the group 
banking movement. While it provides 
a basis for control, it does not extend 
far enough. 

Group systems are inherently capa- 
ble of as much good as harm. At the 
same time, because of their potential 
capacity for harm, they must be kept 
in firm check, lest occasional trans- 
gressions operate in subversion of the 
public welfare. Strict regulation and 
supervision are one thing, but prohibi- 
tion is another. Legislation must be 
promulgated tending to control the 
activities of bank holding companies, 
but not prohibit them altogether. 
There is no reason why the benefits 
likely to accrue from group banking 
should be denied, merely because 
potential dangers are associated with it. 

The second objection to group bank- 
ing is that the significance of double 
liability upon the bank stock is lost 
unless the holding company has an 
actual capital and surplus that is twice 
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the par value of the bank stock held. 
It has never been definitely decided 
legally, furthermore, whether a holding 
company’s stockholders are liable. 
However, a decision will be forth- 
coming shortly in view of the fact that 
the Bancokentucky Corporation is now 
faced with being held for double the 
par value of its holdings in its two 
biggest banks, the National Bank of 
Kentucky, and the Louisville Trust 
Company, both of which failed during 
the latter part of 1930. The problem, 
it should be clearly understood, is not 
concerned with strong corporations. 


"THERE is no provision in the laws of 

New Jersey, Oregon, Pennsylvania 
and Vermont, imposing upon the stock- 
holders of corporations owning or hold- 
ing stock in banks or trust companies, 
the liability imposed upon the stock- 
holders of such banks or trust com- 
panies. However, in Wisconsin, 
Minnesota and Michigan, the stock- 
holders of such corporations must meet 
the double indemnity of statutory 
liability. These seven states are the 
only ones having any direct legislation 
pertaining to this phase of group opera- 
tion, or Constitutional provisions 
which may be so interpreted. 

More of the legislatures should take 
the question under consideration. 
Bank holding corporations should be 
compelled to create a liquid reserve 
fund that will bear some proportionate 
relationship to the double liability on 
bank stocks held. Since it is almost 
axiomatic that business, which in this 
case constitutes the bank holding com- 
pany, moves along faster than the law, 
it seems that several serious events will 
have to occur before the average legisla- 
ture will pass the necessary legislation. 

Former Superintendent Wood, of 
the California Banking Department, 
refers in his 1928 report to the danger 
of weak holding companies acquiring 
bank stock and says the liability fea- 
ture of the law may be entirely de- 
feated by the holding company method. 
It is clear that a member bank will not 


(Continued on page 33) 
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© fhe Facts n Bank Management 


The Principles of Budgeting and How 
It is Done—in a Typical Example 


PART VII 


cl3y John J. Driscoll, Jr., C. P. A. 


mention of the term budget to a 
bank officer has the same effect as 
waving a red flag before a bull. Many 
bank officers seem to think that a 
budget means impossible and impracti- 
cal trimming of expenses, the cutting 
of salaries and other relative things. 
Actually, the practical application 
of a budget is directly opposed to this 
and may be briefly stated to be a group 
of figures providing a goal to be attained 
and being subject to any adjustment 
when necessary. 

A budget results in a bank determin- 
ing at the beginning of a year’s opera- 
tions what profits the bank intends to 
earn when that year is closed and then 
sets forth very definitely just what 
income must be earned, and what 
interest payments and expenses may 
be incurred if this goal is to be reached. 
It provides a very definite measuring 
stick against which a bank may check 
results of its operations as a_ period 
progresses; and as unforeseen conditions 
arise, the budget is adjustable to meet 
these conditions and to forecast their 
effect on the earnings at the end of the 
period. 

In the majority of instances budgets 
are set up merely to control expenses. 
It is just as practical and of consider- 
ably more help to set up a budget to 
care for income in the form of interest 
and that received from other sources, 
together with interest payments and 
expenses. 

In the instance of most smaller 
banks, the period to be covered by a 
budget should be a full year. This may 
be either calendar or fiscal, whichever 
best suits the requirements of a given 
bank. The accompanying is a typical 
budget of a small bank as prepared for 
the calendar year of 1931. 

It is suggested that the budget 
first be prepared for the entire year at 
one time and then sub-divided into 
quarters or months, depending on how 
often a bank wants to check its prog- 
ress. It will be noted that columns 
are provided alongside of the budgeted 
figures in which to place those actually 


|: too frequently happens that the 
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shown by the books and then a column 
for over’s and under’s. 

Treating the various factors as they 
appear in the budget, we shall first 
deal with those items listed under 
funds available. 

Demand and time deposits are 
averaged for the year just ended and 
to this average is added an estimate of 
a normal growth for the coming year. 
For example, we may estimate if we 
were to set up our budgets on quarters, 
demand deposits as follows: 


Average for the first quarter. . . . $1,400,000 
Average for the second quarter. . 1,425,000 
Average for the third quarter.... 1,450,000 
Average for the fourth quarter... 1,475,000 


Average for the year. . . . 1,437,500 

Postal savings and any other special 
deposits would be averaged in a similar 
manner. 

Borrowed Money is_ oftentimes 
rather hard to estimate in advance 
but when possible, this should be done. 
If this is not possible, then the budget 
should be adjusted to reflect the 
actual borrowed money used during 
the period. 

Circulation funds remained constant 
and, therefore, present no problem. 

Capital funds—by which is meant 
capital stock, surplus, undivided profits 
and reserves, plus or minus accruals — 
are totaled, and the amount invested 
in the bank’s own fixed assets, such as 
bank building, furniture and fixtures 
and equipment, are eliminated. The 
remainder represents the portion of 
capital funds available for use in bank- 
ing operations. 

These figures averaged and totaled 
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(Demand Deposits, Time Deposits, 
Borrowed Money and Capital Funds) 
for the prior period and divided into 
the total interest earned on loans, 
securities, mortgages, etc., will produce 
a rate of income which under norma! 
conditions can be used as a basis for 
budgeting income for the coming 
period. For example, the bank of our 
example earned a gross interest income 
of 5.30 per cent on all its funds avail- 
able for the year of 1930 and this same 
figure is used to determine the budgeted 
income for the current year of 1931. 
If it is felt that the rates of interest to 
be earned will fall off, then this rate 
should be correspondingly adjusted in 
setting up this budget. 


[F funds remain reasonably constant 

and income is collected regularly, then 
the actual income received in the form 
of interest should bear a very close 
relation to the amount budgeted. 
When, however, these funds have a 
tendency to vary or when the amount 
of interest actually collected will vary 
between quarters or between months 
as is usually the case, then a compar- 
ison of the budget with the actual, 
becomes of little value. Under these 
conditions a budget may only be com- 
pared with any degree of satisfaction 
for a period of six months at any one 
time. However, if the interest earned 
from invested funds is accrued on a 
monthly basis, then the budget may 
be compared very accurately with the 
interest income shown by the books to 
determine trends. 

Under such a plan of operation, the 
amount of interest to be collected on 
different types of loans, securities. 
mortgages, etc., would be anticipated 
or accrued at the start of the month 
and set up as an asset, and the other 
side of the entry credited to earnings. 
As the income is actually collected, 
instead of being posted to earnings. 
it is credited to these accrual accounts 
to reduce and eventually wipe out the 
accrual as set up. 

At the end of a six months’ period, 
it is well to prove the balance carried 
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in the accrual accounts and this would 
be done in the following manner. Let 
us for the purpose of example, deal 
with the mortgages and assume we are 
proving the balance as shown by our 
actual interest on mortgages account 
on June 30, 1931, after having set up 
monthly accruals for these first six 
months of this year. 


lst—Determine the amount of accrued 
interest earned but not collected on 
the mortgages then on hand. This, if 
our computations have been accurate, 
will equal the balance in our accrual 
account for interest on mortgages. 


This account would follow the set-up 
usually found in treating inventories 
in a mercantile or manufacturing 
business, namely, the accrued interest 
at January 1, 1931, plus the additional 
accrual set up each month for six 
months, less the interest actually 
collected, will give us the accrual 
figure earned but not yet collected at 
June 30, 1931. 


Similar computations would be set 
up on all earning assets and on cir- 
culation bonds. 

From experience we could readily 
determine what our average monthly 
income is from our accounts carried 
with other banks and this figure should 
be set up as an accrual monthly and 
actual receipts likewise credited to 
this accrual account. 


THER items of income, such as safe 
deposit rentals, service charges, etc., 
would not be accrued but would be 
credited on the books as actually re- 
ceived and on the budget would be 
compared with our estimate of what 


normally would be collected from 
these sources. 

In determining interest paid, the 
average deposits for the year previous 
should be determined and this figure 
divided into the actual interest paid 
on each type of deposits, which com- 
putation would show the effective 
rate of interest that was paid. In this 
particular example, this was 0.70 per 
cent on demand deposits, 2.92 per cent 
on time deposits, etc. 

As we have already estimated our 
average deposits by class in determin- 
ing our funds available, we need only 
apply this effective rate to these 
estimated average deposits to determine 
our budget figure of interest paid. 

As generally happens, the interest 
paid on deposits is not paid monthly 
but is paid quarterly or semi-annually. 
Hence, we should monthly accrue a 
figure based on the effective rate 
determined and set this up by a debit 
to our earnings and a credit to our 
accrued interest payable and as our 
interest is actually paid, it is charged 
to these accrual accounts rather than 
to earnings. 

As we find our estimate of available 
funds actually to vary above or below 
our predetermined estimate, then our 
budget figures for the next period of a 
month or a quarter should be adjusted 
to meet this changed condition. Like- 
wise our interest payable factors would 
vary in exactly the same manner. 

Expenses, generally speaking, may 
be determined with reasonable accu- 
racy in advance and in determining 
these figures, it frequently is not sound 
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to place too much stress upon past 
history. It is usually more advisable 
to determine exactly what we want to 
do and then set up our expenses 
accordingly. However, past history 
will provide a certain amount of 
guidance and information in doing this. 


T would involve a little too much 

work to accrue our expenses, and, 
accordingly, it is suggested that the 
actual figures be allowed to accumu- 
late throughout the year and that 
these actual figures be compared with 
the estimate of these expenses as shown 
by the budget. 

When it is deemed desirable to 
spend more for advertising, for example, 
than has been estimated in advance, 
then the budget should be adjusted to 
meet this new expenditure. 

Frequently, expenditures are made 
for items whose benefit will extend 
over a period of time, but the payment 
for which is made at the moment. An 
example of this would be the purchase 
of a large number of customers’ checks 
to be used over the next six months or 
even a longer period. While this con- 
dition may be controlled by keeping 
supplies on an inventory basis and 
charging them to expenses as actually 
used, this is rarely, if ever, practical 
in a smaller bank. Hence, we would 
recommend that this item be charged 
directly to expense on the books and, 
when compared to the budget, be 
shown as an item over the budget and 
carried as such, and as other months 
follow, the budget would tend to catch 
up to this expenditure. 

(Continued on page 41) 





Description 


Funds Available 


Interest Paid 


On Demand Deposits @ .70°%..$ 





es 


Budgeted Actnal Under Budget 


GROSS BANKING INCOME. .$_ 168,595.00 


Proposed Budget of Income and Expenses January 1, 1931, to December 31, 1931 


Actnal Over 
Description 


Expenses 


Average Demand Deposits... . . .$1,437,500.00 Salaries. meee ee te ee ee eee ett $ 92,200.00 
Average Time Deposits......... 2,175,000.00 Directors’ Fees..............-. 2,800.00 
Average Postal Savings......... 10,000.00 Legal Expense................ 2,000.00 
Average Borrowed Money...... 125,000.00 Examinations................. 1,000.00 
Average Circulation........... 300,000.00 abn srt Mace unas 
hesuan amtial i : . ’ yand Se ge },000. 
Average Capital Funds......... 600,000.00 —. 1400.00 
(ie 5 ey $1,647,500.00 Telephone and Telegraph....... 600.00 
Depreciation and Upkeep....... 600.00 
ES sc 5.096 ea ard ea na 1,450.00 
Income ee, i a aca lag nih ME 1,800.00 
On Average Funds @ 5.30%... .$ 231,267.50 Bankers Associations. ......... 300.00 
On Circulation Funds @ 2.00%.. 6,000.00 enc Ae eee A 600.00 
Interest on Bank Accounts...... 1,800.00 oe ges ee 400.00 
Safe Deposit Rentals........... 1,900.00 Calendar Banks... .. See 300.00 
Service Charge................ 2600.00 Donations and Contributions. . . 1,200.00 
eg 600.00 i 1,300.00 
Miscellaneous Income......... . 2,000.00 Accounting and Tax Service. .... 1,000.00 
Lo Ur ee ee rere a 20,000.00 
WOE MES. & icccccscicvcccct Saee ee Cher Tiemees. ...... 2.55 0s. 1,000.00 
C2 Se ee ee aye $ 102,950.00 


NET BANKING INCOME.....$ 
10,062.50 


On Time Deposits @ 2.92%.. 63,510.00 Reserves 

On Postal Savings @ 2.50%... 250.00 Reserve for Losses—Loans......$ 10,000.00 

On Borrowed Money @ 3.00%... 3,750.00 Reserve for Losses—Securities.. . 10,000.00 
eee 5 ee Woe Reserve for Dividends.......... 30,000.00 
US oats oe eee $ 77,572.50 


TOTAL RESERVES TO BE 


| re $ 


Actual Over 
Budgeted Actual Under Budget 


65,645.00 


50,000.00 
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THE BURROUGHS 


re Bankers TOO Civilized? 


The Influence of Modern Business on 
the Methods of Merchandising Banks 


OW that it seems to be 
N more and more agreed 

that bankers are too 
backward in adopting modern 
business-getting methods, it re- 
mains to probe deeper into 
reasons why. 

When I put that question to 
a certain banker, he smiled a 
little and quietly said, “I’ve 
lately concluded that we 
bankers have allowed ourselves 
to become too civilized. How- 
ever, unless signs fail, you'll 
presently see us cutting loose 
like the rest of them.” 

His first sentence, we observe, 
was somewhat two-edged. It 
was both acomment on bankers 
and a criticism of business out- 
side of banking. Is it indeed 
true that bankers tend to be 
overcivilized, and that other 
kinds of business have, com- 
paratively, a tincture of bar- 
barism? 

It appears that the banker 
touched upon a principle, at 
any rate, that gives us a new slant on 
the modern business-getting methods 
in which bankers now seem _par- 
ticularly interested. 

First, about the civilized status of 
bankers. When Andrew Mellon first 
arrived at Washington as Secretary 
of the Treasury, Forbes tells us, a news 
representative urged Mr. Mellon to 
sketch the highlights of his career for 
publication. The great banker asked 
in consternation, ““Why should I talk 
about myself in this brazen way?” 

And, indeed, why should he? That 
Modesty and Worth are twin brothers 
in a civilized sense was, in fact, be- 
lieved as far back as the time of 
Solomon, who made some well-known 
pungent remarks on this theme. To- 
day Solomon and Mellon are concurred 
with even by schoolboys. Or ask any 
man who has seen, with mingled 
emotions, his own words and picture 
in print for the first time! 

In the business world, however, the 
word “modest” is not so much used 


cl3y John D. Blaine 
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as another word that in a _ business 


sense amounts to about the 
thing, “conservative.” 

Now, that bankers are conservative, 
and less and less sure that the attitude 
has at present full practical utility, 
is more and more evidenced in what 
they say. Take, for example, an 
article, ““Modern Business in Evolu- 
tion,” by J. R. Kraus, vice-president 
and executive manager, Union Trust 
Company, Cleveland, printed in The 
Burroughs Clearing House as far back 
as September, 1929, from which I 
quote: 

“Practically, there have come into 
evidence certain major business trends 
which are tending to alter the entire 
fabric of our business structure . : 
Conservatism, which has long been 
listed as one of the banker’s chief 
virtues, may now become one of his 
chief stumbling blocks.” 

Or listen to W. R. Morehouse, vice- 
president, Security First National 
Bank, Los Angeles, who in addressing 


same 


the state convention of the 
California Bankers Association 
last June, said: 

“Unfortunately, our banks 
have been slow to devise and 
adopt new methods of securing 
new business. Doubtless our 
natural conservatism is re- 
sponsible for our backwardness 
in being quick to adopt new 
mediums. The truth is there 
are too many of us who are un- 
willing to be the first to try out 
a new medium. We are too 
fearful that if we use it there 
will be a kick-back to it. And 
then, again, we are not sure 
whether or not it would be 
ethical to use it, whatever that 
means.” 


HERE we see how thought on 

this subject has grown. Mr. 
Kraus was chiefly considering 
the banker’s job as an adviser 
of his commercial patrons — but 
even here Mr. Kraus thought 
the bankermight havetoomuch 
conservatism, be too civilized, to act 
in harmony with modern business 
methods. Ten months later, Mr. More- 
house went much further. He sug- 
gested that bankers adopt modern 
business-getting methods for their 
own use—too bad, he thought, that 
they are so handicapped by the civil- 
ized attributes, conservatism and 
ethics! 

This subtle criticism, with its touch 
of humor, of business outside of bank- 
ing, might remind us that in the days of 
our youth the mothers of nice children 
did their utmost to keep them from 
consorting with bad boys. But the 
modern psychologist, we note, has a 
somewhat different idea. Good boys 
should more or less associate with bad 
boys to learn how to hold their own 
with them! 

But the humor in this should not be 
allowed to obscure its value as 4 
practical policy. ‘Progress,’ my old 
banker used to say, “selects the medi- 
ums that have the most aggressiveness 
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and vitality. Sometimes this seems 
more true than fair.” 

That thought implies more than at 
first appears, as we shall see when we 


look at its obverse side. A _ highly 
sophisticated modern critic, Joseph 
Wood Krutch, in “The Modern 


Temper,” warns, “Civilizations die 
from philosophical calm, irony, and 
the sense of fair play quite as surely as 
they die of debauchery.” And by 
chance I find, in American Farming. 
the banker’s farmer patrons being 
handed this whip-lash of thought, 
*“A man passively and amiably in the 
right is no match for a man vigorously 
in the wrong.” 


ND if we can stand a little more, 
+ * we might consider this: “As far back 
as history goes,” a thoughtful banker 
tells me, “men highly civilized for 
their time have occasionally had to 
take progress from the hand of the 
comparative barbarian. Seven hun- 
dred years ago Genghis Khan, an 
Asiatic nomad who couldn’t write and 
had never seen a city, overran with 
his hordes half the known world, drew 
up codes of laws for fifty peoples, 
broke down innumerable barriers to 
world trade, and started a new epoch. 

‘““When the times demand an innova- 
tion, Progress is not finical about 
the civilized status of the innovator.” 

And now what evidence have we 
that our own era, with its intensive 
competition, is one in which the situ- 
ation favors the aggressive innovator, 
as against the man of older and perhaps 
more polished methods? 

Take the banker’s patrons in the 
merchandising field. Here we have 
seen the dramatic success of cash- 
and-carry stores. They now have a 
high reputation for good appearance 
and intelligent personnel. But Samuel 
Crowther, who championed these stores 
in July World’s Work, said: 

“It is true that in all the earlier 
stores of this class no attention what- 
ever was given to the appearance of 

















the store The managers and 
clerks were not expected to have more 
than moron intelligence and were paid 
at current moron rates.” 

Today these stores have progressed 
to a point where their high-class 
appearance and intelligent personnel 
make the reasons for their success 
seem obvious. Yet, as Mr. Crowther 
pointed out, the new idea on which 
they were based succeeded because of 
its vitality —in spite of many initial 
crudities. 

Naturally, the methods used ap- 
pealed first to men who were not a 
conservative type. Some outstanding 
innovators in this field were even 
called business outlaws, and rather 
glorified in the name. Newly-formed 
and unpolished business-getting meth- 
ods did not particularly bother these 
new leaders in the make. Examples 
of this sort might easily be multiplied. 

Or we might put it another way and 
say that men of the innovator type 
are usually sons of the soil. Otto H. 
Kahn, the well-known banker of New 
York, emphasized in a talk some time 
ago that the then six richest men in 
America, with one exception, began 
at the bottom. They, as witness 
Rockefeller and Ford, started pretty 
close to the soil. Likewise did some 
celebrated innovators in banking. 


UT why do the _ business-getting 

methods of the innovators (especially 
in advertising and display) “take” 
with the public? Once more I shall 
return to the views of an old banker 
who, many years ago, told me some 
of his beliefs regarding the future of 
American business. He also was a 
son of the soil; and as the business 
drama unfolds, his forecasts are seen 
to have been remarkably accurate. 

This was before the chain store was 
a factor, and yet he said, ‘“‘Neither 
merchandising nor banking, in my 
opinion, can go on indefinitely multi- 
plying free services. This tendency 
to the extreme, like any other, will 
inevitably be compensated by its 
direct opposite, just as a man who goes 
to excess in a personal indulgence 
must eventually, to save himself, 
swear off altogether. 

“Thus we shall presently see, as a 
reaction from excessive giving of free 
services by stores, a rapid develop- 
ment of stores that sell strictly for 
cash and give no delivery service what- 
ever. And in banking the day will 
probably come when each bank service 
will be as definitely paid for, sepa- 
rately, as though wrapped and passed 
across the counter in a package . 

“Then, too, I look forward to some- 
thing I shall not particularly like. The 
day of showmanship. The intense and 
increasing concentration required by 
our businesses and our jobs will be 
compensated by a growing demand for 
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stimulating relaxation when off duty. 
Among the various kinds of showman- 
ship developed to meet this demand, 
we shall see a great deal of showman- 
ship in advertising and display. Buyers 
of goods and services will follow the 
crowds to the places that advertise and 
merchandise these things by methods 
that are more or less exciting.” 

The growth of cash stores and the 
beginning of the service-charge era 
in banking we have seen. And we 


now seem to have arrived at the 
period of showmanship. 
Now, it may be that the actual 


giving of service can be reduced to a 
science. But advertising and display, 
since they depend on showmanship, 
belong with the arts. So here we have 
new light on the remark of the banker 
who declared that no business-getting 
methods are more modern than any 
other. It is a question of efficiency. 
And the most efficient methods of 
interesting the public are those that 
fit the public mood —that are in style. 


UT few things go more against the 

grain of a highly civilized man than 
conforming in business-getting methods 
to a mere style. Since the attractive- 
ness of a style, we observe, is at once 
in its vogue and in its novelty, it must 
of course be adopted at the right 
moment and dropped when the public 
tires of it. Which, to the conservative, 
makes the modern tempo in business- 
getting methods seem all the more 
irrational and disturbing. 

Nevertheless, it’s an easily verified 
fact that when conservatives drop 


some of their conservatism and step 
out a bit, they are usually mightily 
tickled with themselves. 
called my 


A banker 
attention to a 


(Continued on page 42) 


recently 
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THE BURROUGHS 


“Cp Jorkingman’s Bank of Montreal 


How the Bi-lingual City-and- District 
Operates Under Special Act in Quebec 


HERE is in Mont- 

; real a bank that 

-is unique among 
Canadian Chartered 
banks. It operates 
under a special act of 
the federal government, 
known as the Quebec 
Savings Bank Act and 
under its special charter 
is allowed certain specific 
privileges which are not 
enjoyed by any other 
bank in the Dominion. 
Perhaps the most inter- 
esting of these special 
. features is the fact that 
the bank’s depositors 
have the first claim on 
the funds of the bank; 
it is the only bank in 
Canada that is allowed 
to loan money on the shares of the 
regular chartered banks; unlike the 
other banks, it has no notes of its own 
in circulation and by law maintains a 
Poor Fund or Charity Donation Fund 
of $180,000, the revenue of which, 
supplemented by other considerable 
amounts added by the bank, is dis- 
tributed to various city charities each 
Christmas. 

In 1841 a general act was passed by 
the legislature incorporating savings 
banks. Only one institution of this 
kind was then in existence and it soon 
merged with the Bank of Montreal as 
a separate department of that insti- 
tution. Several other banks were 
founded under the Act, but only two 
remain today, the City and District 
Savings Bank of Montreal, founded in 
1846, and La Caisse D’Economie de 
Quebec, which was founded in 1848. 
A special feature of the Act was that 
savings banks were permitted to invest 
in bank stocks and mortgages, but a 
lack of confidence was soon manifested 
on account of the supposed tendency 
of some of the institutions to invest 
too heavily in such classes of securities. 

In 1846, at the instigation of the 
Catholic Bishop of Montreal, assisted 
by a number of public-spirited citizens, 
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The Park Avenue Branch and the thrift appeal 
typical of its advertising 


both French and English, the City and 
District Savings Bank was founded. 
At the outset it was a mutual and 
philanthropic institution, its object 
being to receive and safely invest the 
savings of the poor. The principle of 
safety was the first consideration of the 
directors in the administration of their 
trust; thus, after having paid the de- 


positors their interest 
and set aside a sum for 
contingencies, the bal- 
ance of the profits were 
handed over to hos- 
pitals and_ charitable 
organizations regardless 
of race or creed. As the 
bank was essentially a 
charitable organization, 
the important decision 
was made to invest no 
portion of the bank’s 
funds in mortgages, as 
was allowed by the legis- 
lature at that time and 
which has since been 
rescinded, and the pru- 
dence of this determina- 
tion has been amply 
demonstrated by many 
years of financial success. 
For the first two years the bank 
progressed quietly, but during the 
general depression of 1848, another 
concern, the Provident and Savings 
Bank of Montreal, was compelled to 
suspend payment, and this unfortunate 
event shook the confidence of the 
working classes to such an extent that 
for years they regarded similar insti- 
tutions with suspicion. The amount 
due depositors by the City and District 
Savings Bank was, in 1847, $250,702: 
in 1848, $178,241; in 1849, $153,770; 
in 1850, $273,994, but from the latter 
date progress was rapid, and each year 
showed a large increase in business, 
excepting those of 1845, 1855 and 1857. 
In 1870, the amount due depositors 
was $2,880,769; the number of de- 
positors 9,362, with an average ol 
$307.68 for each depositor. The last 
annual statement of the bank shows 
deposits of over $55,000,000 with total 
assets of nearly $62,000,000. 





About this time it began to be seen 

that greater security should be given 
depositors, and a change was effected 
in 1871, so that interest would be 
ensured whatever the profits or losses 
in any particular year. It was there- 
fore determined to create sufficient 


(Continued on page 4+) 
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THE SERVICE WE RENDER 


VISTION... 


and Supervision 











Competent supervision implies a super-vision. 





Applied to your bank’s bond account, it entails the ability to for- 


mulate a sound investment plan in terms of your bank’s specific 





needs; to interpret, as far as is humanly possible, the trend of money 
rates and bond prices; to appraise accurately the true worth of bonds 


in relation to present prices and to apply this appraisal to the bonds 


in your investment account. 





AS 

. To this work, Moody’s Investors Service has dedicated itself. Sound 
en appraisal of true investment values, elimination of needless losses, 
“a protection of yield and of capital investment—these have been the 
oo aims of this organization. 

ss. 

va Thirty years of feeling the pulse of business, of weighing the facts 
ee and figures that influence it, of interpreting the results in the light 
a of the individual bank’s own problem, have resulted in a mature 
= judgment—a super-vision—that is helping Moody’s Investors Service 
sti- realize these aims for the many banks using Moody’s Supervisory 
ae Service. 

02: 

< How much Moody’s Supervisory Service can help you, we cannot tell 
sa until we have the opportunity of examining your investment account. 
ote This we will be glad to do, in strict confidence and without cost or 
de- 





obligation. Kindly address our Mr. D. F. Shea, Vice President, in 


charge of our Advisory Department. 


> ol 

last 
10WS 
total 


set MOODY'S INVESTORS SERVICE 


siven 











ected JOHN MOODY, President 

d be 65 BROADWAY NEW YORK CITY 
Sai BRANCH OFFICES IN ALL PRINCIPAL Cities 
cient 
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THE BURROUGHS 


Clerking the Farm Sales 


complicated than it really is, and, un- 
fortunately, the most difficult portion 
of it comes at the very outset. When 
the auctioneer mounts the heavily- 
laden hayrack and proceeds to knock 
off the “junk’—‘‘the diamonds and 
jewelry, gentlemen”’ —almost as rapidly 
as bids are offered, the clerk’s wits 
and his pencil need to be equally sharp. 
There are only two or three im- 
portant rules to learn, however. 

The first rule is: Upon catch- 
ing the closing bid, enter the price 
immediately. The natural course 
would be to record the buyer’s 
name first, but the sales clerk 
must get the habit of going at 
it the other way round, else he is 
likely to find that in recording 
the name of the purchaser, he 
has forgotten the price. 

Second: Keep the ledger 
posted as nearly up to the 
minute as possible. During the 
lirst few minutes, while the “‘dia- 
monds and jewelry” are being 
sold, the pace is sometimes too 
rapid for complete posting as 
you go. If the auctioneer is in 
good fettle, and the bidding 
snappy, it may be better to 
concentrate upon the listing for 
a time. Then, as the heavier 
articles, which consume more 
time in the selling, are reached, 
it will be possible to go back 
and catch up on the posting, be- 
tween bids. There is a knack, 
a technique, in all this, and it 
comes rather easily, with ex- 
perience. 

A third and very important 
admonition is this: Be thorough 
and conscientious in measuring 
hay and grain that are to be 
sold by volume, instead of by 
weight. Purchasers must rely 
upon the clerk to give them fair meas- 
urement, and they will bid cautiously 
or freely upon such property, accord- 
ing to their degree of confidence in the 
clerk’s figures. In measuring hay in a 
barn, inspect the floor of the mow from 
below, taking note of all jump-olfs and 
irregularities which will not be visible 
above. Vary the ton-volume, in your 
computation, according to the length 
of time the hay has been stored; hay 
in a large mow will settle several feet 
in the course of a year. In measuring 
corn in a crib, don’t neglect to deduct 
the volume occupied by feed-doors and 
ventilators, as well as the “‘dimensions”’ 
—the upright forming the framework 
of the crib. 

The clerk who takes pains to es- 
tablish a reputation for fairness and 
accuracy in measuring hay and grain 
will soon find his services in active de- 
mand, because. such a reputation is 


(Continued from page 11) 


unfailingly reflected in the 
offered by bidders at his sales. 

It is perhaps unfortunate that the 
sale total, upon which the clerk’s 
commission is computed, is not always 
a true measure of the work he has per- 
formed. The most trying sale I ever 
handled totaled less than $1,800. 
There were something like 400 separate 


prices 





Roscoe Macy 


items sold. The farm dwelling was 
literally emptied; sheets, curtains, bed- 
spreads, pillow cases, jars of canned 
fruit, were produced from somewhere 
inside, with almost magic rapidity. 
The auctioneer would sell one sheet, or 
a dozen cans of fruit, and then shout: 
**Whowants anotherat the same price?” 
and half a dozen hands would wave 
frantically. Some of the hands I rec- 
ognized; others I couldn’t identify at 
the moment, and had to mark sales 
down temporarily to “A,” “B,” “C,” 
and so on, until I ran out of alphabet. 
To add to the confusion, the crowd 
was particularly unruly that day, and I 
suffered all morning under a barrage of 
elbows in my midriff, thumbs in my 
eves and heavy boots landing at ran- 
dom on my insteps. When the sale 
was over, | was near a nervous col- 
lapse. I worked on the thing a solid 
week, getting the books in balance, 


collecting accounts overlooked in 
settlements on-the-spot, and _ identi- 
fying “A,” “B,” and their associates, 
and at the last I received something 
like eighteen dollars commission as a 
salve to my misery. 

The same year, though, I had a 
$14,000 sale which was much more 
easily handled, and netted $140 in fees. 
And so it goes. 

In this territory, the ordinary 
charge for clerking a sale is one 
per cent of the proceeds, with a 
minimum charge of $15. Acting 
through their county associa- 
tions, the bankers of this state 
(lowa) have attained a reason- 
able degree of uniformity in this 
matter. It might possibly be 
somewhat improved through 
the adoption of an alternative 
charge based upon the number 
of items listed, but the present 
system appears to be giving 
reasonable satisfaction at the 
present time. 


ERSONALLY, I derive as 

much enjoyment from the 
clerking of farm sales as from 
any other single phase of my 
work. For one thing, it seems 
a privilege to spend a day out 
of doors occasionally, even when 
the weather is not particularly 
propitious. Then, too, the farm 
sale offers the banker a valu- 
able opportunity to broaden 
his acquaintance among the 
farmers of his community. The 
chances are that he will learn 
to recognize more new names 
and faces in one day at a sale 
than in a whole month spent 
behind his counter. 

From the standpoint of the 
bank itself, such an extension of 
its contact with the public cannot fail 
to have a favorable reaction, and should 
lead to a perceptible growth in new 
business, directly traceable to acquaint- 
ances formed at sales. And, entirely 
aside from its influence in promoting 
the growth of the bank, if the farm 
auction is as important an element in 
the economic structure of the farming 
industry as I think it is, then bankers 
should at all times lend it their active 
support. 


The Missouri Certificate 
A MISSOURI bank issued a certifi- 
** cate of deposit payable in six 
months at 6 per cent. The holder, 
however, did not present it for a year, 
and claimed that the 6 per cent rate 
governed until payment. 

The Missouri courts ruled in his 
favor in 64 Mo. 600.—M. L. H. 
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Bond lists should be frequently and carefully checked 


by experts in investment matters who are unbiased. 


Central Hanover offers this service based on its estab- 


lished policy of “no securities for sale.” The charge 


1S moderate. 


Correspondence is invited e 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 
Representatives in London, Paris, Berlin and Buenos Aires 


NO SECURITIES FOR SALE 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER 109 MILLION DOLLARS 
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ESE better blinds, by providing better daylight (soft, mellow, minus 

glare), have made thousands of banks more comfortable and more 

attractive for patrons . . . more livable for officials and clerks, 
improving morale, increasing productive effort. 


No other form of window equipment offers as much. Yet it proves the 
lowest in cost after a few years’ use. Little wonder that banks are large 


users. We shall be glad to send you a list of such installations together 
with full particulars. 


THE BOSTWICK-GOODELL CO. 
Blinds since 1894 NORWALK, OHIO a 


Representatives in Principal Cities 
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‘RORMTS READY TO SERVE? 


VENETIANS 
Fa Jie Deller_D linda 
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Prices vs. Prosperity 


(Continued from page 9) 


Certainly, if machines are to replace 
men in more and more factory opera- 
tions, it would seem only a fair and 
rational thing to apportion the work 
which remains among the largest num- 
ber of men consistent with practical 
operation. 

In this connection it is important to 
note that although a man who works 
five days a week may not get paid 
quite as much as he did when he worked 
five days and a half, his five days’ pay 
now goes just as far as his pay used to 
when he worked five days and a half, 
because of the decline in retail prices. 

I am inclined to think, therefore, 
that we will witness the installation of 
more labor-saving devices, and at the 
same time, an effort to give a larger 
percentage of our workers employ- 
ment, on a basis of fewer hours’ work 
per man per week. 

This would merely be a continuance 
of the employment trend which has 
been in evidence in this country ever 
since the advent of mass production. 
During that period we have witnessed 
wages constantly going up, and number 
of hours of work per day and per week 
constantly going down —and the most 
prosperous of our industries have in 


| many cases been those which were 


leaders in this direction. 

I do not expect, therefore, to see 
many factories going back onto a basis 
such as was called “full time” two or 
three years ago. But I do think that 
as the year goes on, more and more 
men will return to work, on part time 
or on a five-day-week —and that even 
comparatively small additions to our 
pay rolls will help decidedly in bringing 
business back to a satisfactory volume. 


“It's an Ill Wind —” 
In view of all of the foregoing, there- 


fore, I cannot feel particularly pessi- 
mistic as to the effect of the price 
situation upon business. Taken by and 
large, over a period of years, profits 
are not made on prices —they are made 
on margins, even in the face of a slow 
price decline. 

Furthermore, viewed from the socio- 
logical standpoint, the price readjust- 
ment through which we have been 
passing may be decidedly beneficial to 
the masses of the people. 

It will mean that an ordinary work- 
man can now live better by working 
five eight-hour days a week, than he 
could ten years ago by working six 
ten-hour days! 

With reduced prices, and with re- 
search and mass production bidding 
fair to lower the prices of manufactured 
articles still further, people with small 
but regular salaries can live better 
than they ever lived before. 

If mass production machinery can 
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reduce the number of man-hours work 
in a plant and at the same time busi- 
ness can somehow contrive to find, for 
the majority of the workers, occupa- 
tions which will bring them in living 
incomes, we will have made machinery 
‘labor saving’’ in the literal sense of the 
word, and answer the accusations of 
those who have insisted that the bene- 
fits of research, invention and mass 
production have accrued solely to the 
employers and not to the employees. 
Perhaps, out of the tribulations of 
the past fifteen months, we may be 
evolving an economic structure which 
will mean another step forward in the 
progress of industrial civilization. 


Whither Our Banking 
System? 


(Continued from page 23 

be permitted to fail by the holding 
corporation until the latter is itself 
insolvent, at which time no benefits 
can accrue to the creditors. 

An interesting decision regarding 
double liability of bank stockholders 
was handed down by the Supreme 
Court of lowa in 1929. The laws of 
lowa provide that every stockholder 
in a banking corporation or institution 
shall be individually responsible and 
liable to its creditors, over and above 
the amount of stock by him or her 
held, to an amount equal to his or her 
respective shares so held, for all the 
liabilities accruing while he or she 
remains such stockholder. However, 
the Court held that when a stockholder 
has the word “trustee” after his name 
on the books of a corporation, this is 
not considered merely as a description 
of the person, but as an effective notice 
to all parties that his interests are only 
conditional. Since the stock is held by 
him merely as a trustee, it necessarily 
follows that he is not a stockholder 
within the meaning of the statute 
creating a liability against stockholders 
(Andrew, Sup’t vs. City Commercial 
Savings Bank of Mason City, 217 N.W. 
\ep. 431). This decision is interesting 
since it suggests the possibility of using 
the “trustee” method of escaping 
stockholders’ indemnity where the 
stock is owned by group interests. 

It may even be advocated that the 
banking laws be amended so as to pro- 
vide that when a share of stock in a 
bank is sold to a corporation, before 
any such transfer may be legal, the 
corporation shall satisfy the superin- 
tendent of banks that it is financially 
able to meet the stockholders’ liability. 
However, this suggestion will probably 
meet with the objection that it will 
entirely destroy the now accepted 
right of personal property ownership. 
The problem might be solved by limit- 
ing the percentage of capital stock of a 
bank which may be owned by any one 
corporation, the same as has been done 
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“Made by Hammermill?” 


—that's enough for me to know 


+. you can have a lower-priced bond 


paper made by men* who know how to 
make paper to scientific standards of quality 
—why take chances with uncertain brands? 

Look for the watermark, “Management 
Bond—a Hammermill Product.” That’s your 
guarantee of satisfaction. 

Eight colors and white, in the full range 
of usual commercial weights. Your printer 
stocks Management Bond, or can get it for 
you promptly. Mail coupon for portfolio. 
*Management Bond is made by Ham- 


mermill men and Hammermill 
methods at Hoquiam, Washington. 


HAMMERMILL PAPER COMPANY 
Erie, Penn. C-3 


Please send me a Portfolio of Man- 
agement Bond, the lower-priced paper 
made by Hammermill men. 





Name 





Position 





PLEASE ATTACH THIS COUPON 
TO YOUR OFFICE LETTERHEAD. 
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_— and larger looms the name McBee in efficient, 
economical Savings Bank occounting practice. McBee ledger 
equipment and pass books make up that “step further” which 
doubly guarantees satisfaction in such installations as that of 
a Burroughs Savings Machine. 


Here, (where a single operation provides a machine-posted 
pass book, simultaneous posting of the ledger card and 
journal and automatic proving of the posting before the 
customer leaves the window), McBee manufactures precision 
pass books which fit the machine exactly; ledger cards of 
just the right stock; provides correct tabbing and guiding 
throughout, and furnishes the complete equipment, including 
journals, cross-index, binders, desks and trays. 


Trained McBee men install and service this equipment which 
carries an unqualified guarantee. 


IF you are contemplating a change in your 
Savings Department, call your local McBee 










M:Bee 


Binder Company 


GENERAL OFFICES: 
ATHENS, OHIO 


ACCOUNTING RECORDS EQUIPMENT 
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in relation to one insurance company 
holding the capital stock of another 
company, but this would not hinder 
another holding company from acquir- 
ing the controlling stock of the holding 
companies holding stock in the bank. 

As stated above, in order to remedy 
this whole tendency toward evasion of 
double liability, certain statutes should 
be enacted, among which are that 
stockholders of the bank holding cor- 
porations themselves be made subject 
to double liability, and that the hold- 
ing company be required to hold other 
assets equal in amount to the par 
value of the bank stocks owned. 

The success of group systems may 
reduce the opposition to branch bank- 
ing in view of the fact that in many 
sections of the country branch banking 
is favored, since it offers the same ad- 
vantages and a more closely knitted 
structure, and is not subject to the dis- 
advantages of group organizations. 


BRANCH banking has been exhaus- 

tively discussed. Its advocates con- 
tend that the customers of a branch 
bank have available to them all! the 
services performed by the parent insti- 
tution. Such banks are in a better 
position than small unit banks to offer 
experienced investment advice and 
service, to perform trust services and 
to finance foreign trade. They can 
also better and more safely take care 
of depositors, and stockholders, as 
as well as large borrowers. 

Branch banking has made consider- 


| able progress in the United States. 


| While only 23 per cent of the 27,470 
| banking offices are head offices, branch 


offices, or single-oflice banks belonging 
to group systems, the banking re- 
sources of these systems are more than 


| $30,000,000,000, or over one-half of the 


| 


total loans and investments of all banks 


| inthe country. The investigation now 


going on under the chairmanship of Sen- 
ator Glass has contributed little new 
on a subject (branch banking) which 
now has been under discussion for 
many years. State-wide branch bank- 
ing and branch banking within the 
limits of a Federal Reserve district 
have been proposed by Senator Glass 


| and Mr. Owen D. Young, respectively. 


The Comptroller of the Currency has 
stated that the branch banking prob- 
lem can be solved by giving national 
banks branch banking powers within 
what he calls “trade areas’”’ surround- 
ing their places of operation in all 
states, regardless of state laws dealing 
with branch banking. Others would 
limit it to a city or, at most, to a metro- 
politan area. 

This investigation, coupled with the 


| hearings before the House Committee 


on Banking and Currency, previously 

concluded, will probably serve as the 
| basis for any legislation which may be 
| enacted in the future. 
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(2anadian Notes and Comment 


By G. A. G. 


HE completion of the handsome 
Halifax office of the Bank of 
Nova Scotia which is now ready 

for occupancy, has an_ interesting 
historical background. It was just 
about a century ago on May 18, 1832, 
that the bank prepared to open its 
first office and the following advertise- 
ment appeared in a Halifax newspaper: 


WANTED—A suitable building for 
the Bank of Nova Scotia. Any per- 
son having one in a central part of 
the town which can be let for that 
purpose will make immediate ap- 
plication to William Lawson, Esq. 


The stripling which afterwards was 
to play such an important part in the 
commercial history of the maritime 
provinces and the Dominion, ap- 
parently had difficulty in obtaining 
suitable premises at the outset of its 
career. The record reads “‘that on the 
3ist of May, 1832, two western rooms 
of Dalhousie College were hired by 
the board at a rent of £50 per annum. 
On July 3rd a committee of three were 
appointed to see about re-housing the 
bank in consequence of the Lieutenant- 
Governor’s apparently high-handed 
action in granting Dalhousie College 
to the board of health to be used as a 
cholera hospital.” 

Something of the growth of the 
bank and the Dominion is revealed in 
this record. The “two western rooms” 
which housed the bank in 1832 have 
grown to over 350 offices in Canada 


and many foreign countries. If the 
directors who were worried about 
obtaining suitable rented premises 


could review the situation now, they 
would be amazed at their handiwork. 


* * * 


The absorption of the Weyburn 
Security Bank by the Imperial Bank 
of Canada is the first bank merger in 
Canada since 1928. During the five- 
year period immediately preceding 
1928, there was an epidemic of con- 
solidations, five banks involving hun- 
dreds of branches being absorbed by 
existing institutions. The kaleido- 
scopic changes in the banking situation 
during that period is illustrated by the 
Story of the American customer of the 
lormer Sterling Bank of Canada who 
returned to the Dominion after a 
lengthy stay in his home state. In 
his wanderings the customer had 
apparently kept one step ahead of his 
mail, for when he arrived in Canada 
he was amazed to find that his bank 
had disappeared. Even the branch 
where he had opened his account had 
been replaced by a shoe-store. On 
making inquiries he found that during 


his absence his bank had been absorbed 
by the Standard Bank of Canada and 
it in turn by the Canadian Bank of 
Commerce. This appeared quite com- 
plicated to him but in his search for 
his elusive bank account he dropped 
into one of the Commerce offices and 
was directed to the branch where his 
account was held. Here the funds 
were easily traced and a long list of 
interest credits entered in his pass 
book. The thrifty customer scanned 
these closely and while he was checking 
the calculations, the manager of the 
department came out and asked him 
if he had found everything correct. 
“Yes,”’ said the customer wiping the 
perspiration from his brow, “I must 
admit that you bankers play errorless 
ball. You have tossed my _ bank 
account around for five years and 
haven’t dropped a nickel.” 


* * * 


Canadian banking history was made 
recently when the ‘Prince Robert 
Branch” of the Royal Bank of Canada 
docked at Buenos Aires. While the 
Royal’s branch system extends from 
the rim of the arctic circle to the 
tropics, this is the first occasion that 
an agency of the bank has been floating 


| 
| 
' 





around on the high seas. The Canadian | 


National liner “Prince Robert’ is 
conveying the Canadian good will and 
trade mission to South American ports 
and while the ship was at Pernambuco, 
Brazil, C. C. Pineo, 
South American 
Royal, arranged to have a 
established on 

venience of the 


board for the 
Canadian 


con- 


* * * 


Bankers 
Montreal are now wondering what the 
bank bandit’s next move will be. In 
the holdup wave they have suffered 
all sorts of indignities. They have 


supervisor of | 
branches for the | 
branch | 


tourists. | 


in outlying branches at | 


been lined up against the wall with | 


arms upraised, locked in stuffy vaults, 
forced to lie face downward on the 
floor and now —the crowning insult of 
all—they have been forced to part 
with their trousers. A bandit came 
along recently to one branch and 
ordered the staff to remove these useful 
garments so as to delay the “hue and 


cry” which he expected would follow | 


his escape with the cash. The ruse 
was successful and now head office 
executives are scratching their heads 
and trying to think up a defense 
against this new menace. This has 
prompted one banker to suggest that 
“two-pant” suits be included on all 


stationery requisitions, as the Montreal | 
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A TRIP TO 
EUROPE 


His plans are made; his bags 
are packed; the liner is ready 
to sail. But his money has been 
lost or stolen! 

Had he carried A. B. A. 
Cheques his money would 
have been refunded—probably 
intime tosail. A. B. A. Cheques 
are insurance against the loss 
of your money 





and refund on 
cheques lost, stolen or de- 
stroyed is made promptly. Use 
them instead of cash, at home 
or abroad. 

Your own bank sells A. B. A. 
Cheques. 





A: B-A 


CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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incident has shown the value of having 
an extra pair handy for emergencies. 
* * * 

An advertising executive believes 
that if banks who are groping for new 
topics for their advertising campaigns 
would turn to their own files, they 
would find a great deal of material 
with a historical or news value which 
could be used effectively. The adver- 
tising man contends that customer co- 
operation in publishing such material 
could be easily obtained, as bank 
clients have shown the way in many 
instances. He points to the many 
public campaigns and drives for funds 
in which checks representing large 





donations are reproduced in the news- 
papers. Prize contests often result 
in the reproduction of checks of the 
winners, the sponsors paying for the 
space. The reproduction of checks 
drawn on well known banks are often 
included in insurance and trust adver- 
tising. While it is difficult to determine 
the value of this unsolicited publicity, 
he says that it is reasonable to assume 
that the public is impressed with the 
stability of the banks named when 
they notice that influential business 
men and large corporations are carrying 
their accounts there. In discussing this 
class of advertising, an eastern banker 
tells of what he considers the “‘gem”’ of 












ABOVE—Bank Vault protected 
by Phonetalarm. 


RIGHT—A.D.T. Central Station 
where operators receive alarm 
signals and instantly relay them 
to the police. 











D.T. 


Super-Sentinel 
of Bank Vaults 


Central Station 
Phonetalarm 


MOUNTED on the ceiling of your vaults 
—Phonetalarm—the super-sentinel 

of bank vaults, stands constant guard, ever- 
alert, ever-ready to frustrate burglar raids. 
By means of sensitive “ears” Phonetalarm 
electrically “‘hears’’ any disturbance upon 
the surface of or within your vault—then 
quickly, silently, flashes warning to an 
A. D. T. Central Station. 
notified; police and A. D. T. investigators 
are rushed to the scene; 
positive—with Phonetalarm on duty. 


Many Phonetalarm-protected banks gain new 


Authorities are 


protection is 


business by stressing the plus-security provided by 





The Bankers’ Electric Local Vault 
Alarm is now available through - 
the nation-wide A. D. T. organi- 
zation. This system offers a still 
better vault protection service to 
banks located where Central 
Station service is not available. 
Write for descriptive bulletin. 












Phonetalarm. Capitalize on this opportunity, write: 


CONTROLLED COMPANIES OF 


“AMERICAN DISTRICT: 
TELEGRAPH COMPANY 


Fn EEE 
155_SIXTH_ AVENUE - NEW YORK NY 
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unsolicited publicity for banks. He 
relates that a Canadian tobacco firm 
once placed a brand of cigars on the 
market and decorated the package 
with a well known bank’s check and 
labeled the product “‘Good as Gold.” 


* * * 


Some opportunities come but once 
and this can be said of the moment 
when the temperamental borrowing 
customer has consented to complete 
the security the bank wishes to obtain, 
Many a manager has turned to his 
filing cabinet at this critical part of the 
interview and found to his disgust 
that the legal form required is missing, 
the supply having run out and through 
an oversight has not been replenished. 
The efficiency experts will say this is a 
situation which should not occur in 
well regulated branches. While this 
may be true it must be admitted that 
it is an easy matter for a pad of seldom- 
used forms to dwindle away unnoticed. 
In a large Canadian railroad where 
periodical statements are despatched 
like trains, a brightly colored form 
appears near the bottom of each pad. 
This is a danger signal that the supply 
is running low and when it is received 
at division headquarters it auto- 
matically becomes an order for a new 
shipment. One banker believes that 
this idea in a modified form could be 
adopted by bank. 


* * * 


The world’s hockey series is over as 
far as the banks in Montreal are con- 
cerned. Before 5,000 frenzied fans at 
the Montreal Forum, the Royal Bank 
team annexed the much coveted bank 
title when they defeated the Banque 
Canadienne Nationale team by two io 
one in the final game of the play-offs. 
The Banque Canadienne Nationale 
six gave their opponents a stubborn 
battle before the game was decided. 
The bankers’ league play-offs are con- 
sidered a hockey “tidbit” in Montreal 
financial circles and the recent series 
attracted wide interest. In this con- 
nection it was whispered that ledger- 
clerks spent a busy afternoon prior to 
the game in certifying checks and that 
a particularly heavy clearing passed 
through the Montreal clearing house 
the day following the battle. 


The Stubborn Bank 


F X sells bank stock to Y, transtiers 

it to him according to the by-laws 
of the bank, but the officers of the bank 
wrongfully refuse to transfer the stock, 
what is the proper procedure in this 
case? 

On this point the American courts 
have ruled that the bank may be sued 
in an action for conversion the same as 
in a wrongful sale of the stock.- 
M. L. H. 
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Rewards Beyond the Salary—in a Bank 


been there and how many are likely 
to leave each year. 

When a decision is finally reached 
as to how many members of the organi- 
zation will remain for twenty-five 
years and what their salaries will then 
be and how large a percentage of that 
should constitute a pension, then 
you'll either be an idiot or you can 
figure out just how large a fund must 
be established to maintain itself on an 
actuarial basis. It’s almost as bad as 
an income tax return. 

When actuary’s figures had been 
obtained, the directors of the bank 
“specifically approved a plan, rules 
and regulations for creating and main- 
taining a pension plan for employees 
and authorized an initial appropriation 
of $5,000 for the benefit of the 
fund.” 

This was in 1917 and the original 
sum has been regularly and liberally 
increased by appropriations and profits 
of the company until today it makes a 
sizable trust. The terms have also 
been liberalized to include officers and 
to pay a larger proportion of salary 
than was originally planned. 


N its source this bank’s pension 

plan differs from a great majority of 
employee pension funds elsewhere, 
for generally the employees contribute 
at least half the amount needed. This 
bank’s fund is appropriated by the 
directors and administered by a pen- 
sion board of five members and invested 
at a profit steadily increasing the total. 

In the meantime, more than fifty 
employees and officers have received 
watches emblematic of at least twenty- 
five years of service with the original 
company or as employees of banks 
which have been merged with it. 

So far, only two employees are 
enjoying pensions. 

Naturally, there were certain require- 
ments to be met by such employees 
as were ready to retire to their oft- 
pictured ease. 

The pension plan provided two ways 
in which the pension became effective: 

1. Eligibility is reached at the age 
olf sixty-five provided the employee 
has been continuously in the service of 
the company for twenty-five years 
subsequent to January 6, 1903. 

2. The board of directors may grant 
a pension to any employee irrespective 
of age or length of service if especially 
deserving. 

The amount of pension is computed 
upon the average salary paid the 
retiring employee during the last three 
years of his employment. Two per 
cent of his average salary during these 
three years multiplied by the total 
number of years in the service of the 
company is the annual amount pen- 


(Continued from page 16) 


sioned. In this way, each year of 
service brings with it a considerable 
amount of potential pension. 

An employee retiring at the age of 
sixty-five after twenty-five years of 
service whose salary had averaged 
$4,000 a year during the last three 
years would receive an annual pension 
of $2,000. Providing he lives until 
eighty, he would receive $30,000 in all, 
or $1,200 for each year he had spent 
with the bank. 

An insurance agent tells us among 
other things, that of every 100 men 
now twenty-five years old, at the age 
of sixty-five, 36 will be dead, 53 will be 


dependent, 6 will be self-supporting 
and 5 will be well-off. That five 
doesn’t include all of us, so it seems 
good to think of a comfortable little 
pension coming in at that age to eke 
out the old savings account. 

Ninety-eight per cent of us consider 
that age a long way off—at least we 
feel that it will be earned by the time 
we get it. Of course it will have been 
earned —you wouldn’t accept it other- 
wise. Each year the employees of a 
bank are paid a definite salary for 
services rendered that year but the 
continued loyalty for at least twenty- 
five years is another matter. 
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for Facts— 


transaction of business. 

















‘ \ 

ao) iS i uh \ 

B ie? AB! , N\ 
Ze Z i j 


Central Trust Company of Illinois, 
with its world-wide sources and con- 
tacts, meets this demand through its 
Research, Credit, Library, General 
Information and other fact-collecting 
departments, constantly kept up- 
to-date and complete. 


These fact-finding sources are yours to 
use freely just as if this were your 
own Chicago office. 


Library of Central Trust Company of Illinois 
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DETROIT 


A Detail 


—but one that affects 
the continuous, profit- 
able operation of your 
Burroughs equipment. 


For the best results use 
only genuine Burroughs 
non-lint roll paper on your 
Burroughs. 


Ordinary paper often 
contains lint or minute 
particles of paper dust 
which fly into the mech- 
anism and ultimately 
cause mechanical trouble. 


Burroughs non-lint add- 
ing machine paper is not 
ordinary paper. It is 
manufactured under a 
special Burroughs formula 
to give the best results on 
Burroughs machines over 
a long period of time. 


Buy it at the local 
Burroughs office, or order 
direct from 


Burroughs Adding 
Machine Company 


MICHIGAN 











Burroughs Adding Machine of 
Canada, Limited 
WINDSOR, ONT. 
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Read a first-rate book on 


bank building— 


“The Fundamentals of Good Bank Building” 


by Alfred Hopkins of 


HOPKINS & DENTZ, a ARCHITECTS 
- ¥. 


NEW YORK, 


Published by BANKERS PUBLISHING COMPANY 
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FROM A BUSY DESK 





cBy Hy. W. Sanders 


N our bank the staff has a saying 

that “‘the ghost walks’ when the 

cashier makes his rounds on pay- 
day. It would serve them right to be 
paid in Confederate money. 


* * * 


More than once in this column we 
have commented on the offense that 
is sometimes taken by a customer when 
his property is appraised by the bank 
far lower than by himself. It seems a 
sort of reflection on hisjudg- 
ment. In a recent address 
on real estate loans, the dis- 
tinguished banker, Charles 
H. Toll, vice-president of 
Security-First National 
Bank of Los Angeles, put 
the matter thus: “The 
hardest situation for us to 
handle and retain the good 
will of our customer is the 
cruel assassination of his 
own estimate of the value of 
his property.” He added 
that the appraiser’s value 
was usually about half that 
of the owner, and coined a 
phrase that well deserves to be remem- 
bered —‘*‘Mummified subdivisions.” 


* * * 


A check came in the other day 
through the clearings endorsed as 
follows “John Jones, alleged bankrupt” 
—the last two words being added in 
his own handwriting. Question: would 
the bank have incurred any liability in 
cashing it? What actually happened 
was that we called up our depositor, 
who promptly stopped payment. It 
seems that an involuntary petition in 
bankruptcy was being filed when the 
check was received and the pavee 
endorsed as shown in order to put 
the drawer on notice of what was 
happening. 


* * * 


One day the daily list of overdrafts 
was blank and the office cut-up 
pencilled this on the form: ‘Count 
that day lost, whose low descending 
sun, finds not a single overdraft —not 
a single blessed one.” 


* * * 


Why, oh why, do not _ people, 
especially women with money, consult 


| their bankers before they sign away 


their money and not afterwards. A 


| few days ago a woman called and asked 
| for information about a certain oil 


company, about which no one had ever 





Mr. Sanders really 


heard. The “personal friend’’ who, it 
afterwards emerged, she had known 
only a few weeks, had assured her that 
the company had large holdings of land 
in which paying oil had been struck, 
and possessed patents for a new refining 
process, and so forth. Inquiry from a 
city correspondent showed the usual 
results—a well down 1,500 feet and 
standing uncompleted for want of 
funds, a refinery that existed on paper 
only, and a nominal quotation of a few 
cents for the stock. If the 
woman had acquired this 
information before she al- 
lowed herself to be traded 
out of some good securities, 
she would have saved her 
small fortune. The pity 
of it is that the informa- 
tion is so easily obtainable. 


* aK * 


Philip Withermore, vice- 
president of the Futurity 
National, says he has dis- 
covered what makes a 
experienced bank 

officer. An experienced 
banker, he says, is one who has been 
so long out of the practical side of 
the bank’s work that he does not under- 
stand all these newfangled systems and 
methods. To get a line on what really 
goes on, says he, you have to get hold 
of one of the inexperienced ones. 


* * * 


The personnel officer of a_ large 
branch bank system tells us that last 
year they hired 656 people, and that 
870 resigned. The net decrease was 
due to the fact that they began the 
year with an excess of staff due to some 
consolidations. Of those hired, 97 per 
cent were placed in junior positions. 
Their average age was 21.3 and 7 per 
cent of them were college graduates, 
while 29 per cent had put in one year or 
more at college. Owing to economic 
conditions, the staff turnover this year 
is much less than formerly. 


* * * 


In a small bank one of the girls was 
in the habit of putting her hat and 
coat in the vault. One day she brought 
in an alarm clock she had purchased 
wrapped in paper, and laid it by her 
things. Later in the day a clerk heard 
it ticking and told the cashier. Cashier 
had visions of a bomb and told the 
vice-president. The three went and 
timidly peered into the vault and were 
joined by the teller. Just at that 
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moment the alarm went off inside of 
the paper parcel. As one of the eye- 
witnesses said later, you might just as 
well kill a person right away as scare 
him to death. 


* * * 





A trust officer was asked by a cus- 
tomer about an irrevocable trust, and| 
whether it was absolutely safeguarded | 
for the beneficiaries. His reply was! 
that he would undertake to break| 
through any trust that was drawn 
with the idea of defrauding creditors, 
no matter how carefully the task was; 
done. He said that he could make a| 
trust that would defeat poor relations| 
and spendthrift sons, but not creditors. | 





| 


* * *x 


There is always something new in 


banking. The latest is from the| 


assistant cashier who looks over all 
checks referred by the bookkeeping 
department for N.S.F. He says that 
the other day he OK’d certain items 
in one account, so that the account 
should not be overdrawn, taking into 
account a deposit that had just been 
received. Later in the day the account 
showed in the red and he went after 
the bookkeeper. She stuck by her 
figures, maintaining that all checks had 
been referred. Finally it came out 
that the reason for the overdraft was 
that the deposit contained several of 
the customer’s own checks, cashed for 
employees. 


* *« 


Of somewhat similar character was a 
case where a post-dated check on the 
same account was included in a deposit. 
Obviously the customer would be 
stopped from setting up any claim, 
but it caused some interesting discus- 
sion as to whether the check should be 
returned to the customer. 


* * * 


The unprofitable account lingers on 
with us, and despite all the educational 














still delay setting up our business on a | 


really firm foundation. Perhaps one 
reason is that we all hold the unprofit- | 
able business we have in the hope that | 
little by little the charges will be in- | 
creased until it pays a profit, and that | 
if we drive it out now, we may then | 
miss it. Or is the average banker’s 
attitude simply the result of inertia and | 
the force of habit? 


* * * 


In re-ordering a form, we found that 
a large part of the cost was due to the 
way the form was ruled. It required a 
special ruling machine to produce it. 
On inquiry we found that the form was 
originally used with pen-and-ink, but 
that now for a long time it had been 
filled up with adding machine and 


| 
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FIRM BELIEVERS 


IN S-POINT PROTECTION 


work done by and among bankers, we | 


In New York and other Federal Reserve Banks and Branches the use 
\of Steelcrete Bank Vaults is testimony of the confidence which the 
‘foremost financial institutions place in Five-Point Protection .. . 
Here, is proved protection (within all practical limits) against Cut- 
ting Flame, Drill, Explosives, Shock and Fire—at a cost which not 
only is within reach of all, but includes a larger-sized vault for the 
construction investment...Before you build or remodel, be 

sure to get the Steelcrete story, and Certified Endorsements. © Subsidiary of 


‘THE CONSOLIDATED EXPANDED METAL COMPANIES 
Steelcrete Building, Wheeling, West Virginia 


Sales Offices and Warehouses: 
Boston Cleveland Chicago New York Philadelphia Pittsburgh Buffalo F 
Export Office: 152 W. 42nd St., New York Corporation 
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GILBERT 
SAFETY 
BOND 








When samples of safety check paper are shown 


you by your lithographer or printer, look for the 
double bar “Gilbert Safety”” watermark. 

It is the “double bar” symbol of safety check 
insurance. Its chemical nature betrays chemical 
erasure and its surface color shows up mechanical 


erasure. 


Gilbert Safety Bond may be pantographed or 


plain. 


Six beautiful pastel colors and white 


afford a wide range of colors. Let 


us mail you our latest sample book 
of this new check paper. 


GILBERT PAPER COMPANY 


Menasha, Wisconsin 
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typewriter. So most of the lines were 
omitted at a genuine saving in cost. 
We wonder how many other banks are 
having expensive ruling jobs done on 
forms that are completed by machine. 


* * * 


A young man had a small store that 
came to grief and he closed it out at a 
loss which left him owing considerable 
money. He went to work and most 
honorably paid off every cent of it. 
The bank had two notes of his and as 
he paid off the last of one of them, the 
vice-president called him over and 
asked him as a favor if he would allow 
him (the vice-president) the pleasure 
of tearing up that note. The customer 
assented and added that he might tear 
up the other note if he liked. The 
vice-president looked at him and said 
that he would not be afraid to do so — 
that the customer would insist on pay- 
ing it anyway. That conversation is 
reported verbatim and shows that 
there are people in the world who 
are honest through and through. 


* * * 


One of the clerks asked if the oppo- 
site to “‘clean drafts’ ought not to be 
“dirty.” He had noticed on a collection 
form “Clean or D.” It was gently 
explained to him that the D stood for 
“documentary.” 





* 





* * 


From an A.I.B. test paper on stand- 
ard banking: ““The difference between 
a state bank and a national bank is 
that they both have different kinds of 
charters.”” Another: “A state bank is 
owned and operated by the state, and 
a national bank by individuals: a 
stock savings bank invests its money 
in stocks and distributes the divi- 
dends to depositors, not having any 
stockholders itself.” 

Millie, the office steno, says that 
“‘a preposition hadn’t ought to be used 
to end a sentence with.” 


* * * 


Some time ago we mentioned the 
hard luck at Luck, Wis., where the 
bank was closed. A correspondent 
now sends us word that a similar case 
is reported from Opportunity, Wash- 
ington, where the Opportunity State 
Bank is closed. An _ opportunity 
missed. 







* * * 


The most striking difference between 
the business depression of ‘‘1929—?” 
is surely to be found in the banking 
situation in the cities. In practically 
every other depression of recent years 
we had high interest rates and loans 
riding along at so high a level that 
numerous applications had to be 
declined —in fact banks were ostenta- 
tiously “‘taking care of their regular 
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customers only.” Banking profits 
would have been magnificent if bad 
debts had not eaten so seriously into 
them. Here in this year of grace 1931, 
we find a scarcity of loans, a plethora 
of funds, hardly any bad debts, 
and interest rates so low that the 
maintenance of profits is a problem. 
This of course applies to city banks. 


Country banks in many different 
sections tell a different tale. 
* * * 
Following on the same _ thought, 


what a remarkable reversal of city and 
country banking has taken place in 
recent years. Not so long ago the 
farm loan was the safe and sane one. 
Farmers might be slow and a crop 
failure might result in poor collections 
in a given area, but in the long run 
they paid up. They could not “skip 
out” overnight. Their property was 
solid and fixed and it was usually a 
case of time only when they could not 
pay a note. On the other hand the 
city merchant was considered less safe 
as a credit risk and all “business” 
seemed more speculative than the 
farm. Now we seem to have swung to 
the opposite extreme. Strong business 
organizations have almost unlimited 
credit while the farm loan is looked 
upon with considerable caution. Even 
mortgage loans on the best of land in 
the country often go begging, and 
thousands of acres acquired under 
foreclosure are being operated by un- 
willing owners to pay taxes and interest 
until some day when they will again 
be salable. 


The Facts in Bank 
Management 


(Continued from page 25) 








With a budget in force, it is possible 
to make provision in the form of re- 
serves for losses on loans and securities 
and know constantly what is still 
available for dividends and what will 
remain to be carried to undivided | 
profits. 

The foregoing budget makes no pro- 
vision for profits earned on security 
sales and for recoveries of losses pre- 
viously taken. These two figures may 
be added immediately following the 
figure shown as net banking income. 

If the budget is set up monthly, the 
comparative report statement used 
should show in six parallel columns: 

| —The budget figures for the current 
month. 

~—The actual figures for the current 
month. 

3—The over or under budget for the 
current month. 

t—The budget to date. 











~The actual figures to date. | 
6 —The over or under budget to date. | 


When the budget is set up on a 


quarterly basis, this same form of 
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Designing 
Engineering 
Construction 
and 
Equipment 
by 
Sr. Louis Bank 
BUILDING AND 
EquipMENt Co. 





Build Economically Now 


HE EFFECT of the depression has caused 

a great reduction in the cost of building 
materials and the net cost of skilled labor. 
Skillful buying indicates a reduction in whole- 
sale building prices averaging 25%. 


It is not necessary to economize today by using 
an inferior grade of material or workmanship, 
as the very best may be had nowat prices your 
bank can afford. Under these conditions is it 
not wise to utilize present levels for the phys- 
ical improvement of your bank building and 
interior equipment? 


Our service, which includes complete Invest- 
ment Surveys, Architectural Design, Engi- 
neering,Construction and Interior Equipment, 
is fully explained in our Preliminary Service 
Booklet. Copy sent upon request. 


ST. LOUIS BANK BUILDING 
AND EQUIPMENT COMPANY 


Designers, Gngineers and Builders for Banks 


CHICAGO + »* + SAINT LOUIS + 7 +» 


Exclusively 


MEMPHIS 
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statement is used, except that the first 
three columns are headed to cover the 
quarter rather than the month. 

It will be readily seen that with a 
budget in force, it is possible to de- 
termine with reasonable accuracy in 
advance the profits that will be earned 
and to know constantly as the year 
goes along whether this predetermined 
profit will be attained, what conditions 
have arisen to reduce or increase this 
profit and what steps must be taken to 
remedy an unsatisfactory trend, while 
it is still possible to make these adjust- 
ments. Isn’t this a far more desirable 
condition than waiting until the end of 
the year as is now generally done, to 
determine whether or not results are 
satisfactory and then to find that it is 
too late to make any changes that 
would make this result what we would 
like it to be? 


Are Bankers Too 
Civilized ? 
(Continued from page 27) 


convention speech in which a promi- 
nent merchandiser strongly condemned 
certain practices that are in style. 
And then, at another time, the same 
merchandiser declared that he knows 
of no thrills of sport equal to the kick 
got from those practices when they 
really bring results! 

And why not? To be in style, in 
the business sense, is to catch a busi- 
ness-getting mood when it is freshest 
and most stimulating. No ex-conserva- 
tive that I can find in his place of 
business, warm on the job, fails to 
admit that he was never so happy in 
his work as he is today. 

Competition, almost needless to say, 
is the force breaking up conservatism, 
alike in banking and in merchandising. 

And yet, conservatives at heart can 
take hope. At the very moment when 
bankers in convention are declaring 
for less cramping of style, merchandis- 
ers in convention are protesting that 
things are going too far. Somewhere 
at no great distance is a new reaction 
and a new era, based on a new and 
more conservative business-getting 
style. 

“As I understand it,” a banker says, 
“our present battle is to make the 
world safe—for conservatives. For 
after the smoke clears away, conserva- 
tives always return to power.” 

But it would be false to the most 
efficient business-getting mood of the 
hour to end this piece on a conserva- 
tive note. Mr. Morehouse, in his 
address, previously quoted, suggested 
that one of the mediums which bankers 
should adopt is the radio. So it was 
decidedly interesting to find a bank 
advertising in that way. 

The City National Bank of Sai 
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other day, would give all who became 
patrons of its safe deposit department 
within a certain period, a genuine 
Eastman Kodak free. Our family 
first heard this announcement as we 
sat at dinner; and our comment, and 
doubtless the comment of many other 
families, was, ““This is something new.” 

Here was a bank not only advertising 
by radio but dramatizing its name 
in the minds of the public by offering 
a sensational bargain, just like a 
department store. 


Fallacies of the “Invest- 
ment Insurance Trust” 


(Continued from page 19) 


However, creditors and the tax gather- 
ers demand immediate payment. 

The estate must meet its obligations 
and is compelled to sell sufficient 
estate assets to raise the cash, which it 
does. Forced to sell on such a poor 
market, it is entirely likely that invest- 
ments, worth potentially much more 
than their present market value, must 
be sold. The difference between the 
intrinsic value and the present market 
value is a clear loss to the estate. This 
is not a far-fetched case but, indeed, a 
very real one —which undoubtedly has 
occurred many times since November 
of 1929. 


NOW, let us assume a few thousand 

dollars of life insurance in addition 
to the invested estate in this case. All 
the obligations mentioned could be 
paid out of the liquid assets furnished 
by this life insurance. This would 
avoid the necessity of a forced sale of 
estate assets on a poor market, thus 
enabling the estate to retain such 
assets until the market has come back 
and their real value is obtainable. Let 
us see how much the insurance dollar 
is worth in such a case. In the first 
place, it is worth one hundred cents 
because of its own value as a dollar, but 
this value is increased by every cent 
which the estate realizes in avoiding a 
forced sale of its assets. 

Can it be worth any more than this? 
Strange to say, it can be. What if the 
insured died at an earlier date after 
the purchase of the insurance than his 
normal expectancy, on which the insur- 
ance premium was computed, indi- 
cated that he would? In such a case, 
for the one hundred cents on each 
insurance dollar which his beneficiary 
or estate receives, he has paid less than 
one hundred cents, and the difference 
represents pure profit. 

_ This situation emphasizes another 
fault in the proposed investment plan. 
Every man who enters upon such a 
plan and takes out life insurance as a 
Part of it, starts out by paying a 
premium based on his life expectancy. 
For each year that the policy continues 
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WHEN YOU SIGN A CHECK—a check made 
on La Monte National Safety Paper—you give 


to your signature a background of safety and 





authority. And you present—or send—your 
check with the satisfaction that it represents 
you with distinction, speaks for your good 
taste through its crispness and attractive color. 


George La Monte & Son, 61 Broadway, New York 


LA MONTE NATIONAL SAFETY PAPER FOR CHECKS 
Identified by Wavy Lines 
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World's Largest 
Bank Vault 


THIS ENTIRE TRAIN OF 38 CARS contains one- 


half the shipment of the immense vaults for 


BANK OF JAPAN 


Tokyo, Japan 
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By far the largest export contract for vault work ever 


awarded, it is another noteworthy instance of 
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NO PASTING TO DO ON 
The “All Automatic’’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 
50 SIZES — LOWEST PRICES 


Pats. Pend. 


STRAYER COIN BAG CO. 


New Brighton, Pa. 


Branch Offices: 
30 Church St., 55 N. Park St., 
New York City Portland, Oregon 


California Distributor: 
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in force, his life expectancy diminishes 
and the likelihood of his death 
proportionately increases. If, then, he 
lapses a policy which he has carried for 
some time, he in effect has paid pre- 
miums over a period of time when he 
was less likely to die and lapses the 
insurance at a time when his chances 
of death have increased. 


(OTHER arguments might be made 

against the proposed investment in- 
surance trust plan, but the limits of this 
article prevent their inclusion. Those 
that are included, however, seem to 
point to a very clear explanation of the 
expressed “mystery” as to why a 
large number of persons have not 
rushed to adopt it as a solution of one 
of life’s greatest problems—a_ guar- 
anteed certain future for widows and 
children. 


Workingman’s Bank of 
Montreal 


(Continued from page 28) 


stock to place the depositors in a situ- 
ationof greatersecurity regarded as both 
interest and principal. The capital 
stock of the bank was fixed by charter 
at $2,000,000 and it was stipulated 
that the books of the bank should be 
balanced, and whatever profits existed 
at the time were to form a poor fund to 
be invested in municipal or govern- 
ment debentures approved by the 
government, the interest to be dis- 
tributed among the various charitable 
institutions of the city. This, of 
course, was applicable to all savings 
banks as were other regulations pro- 
hibiting savings banks from investing 
funds in mortgages or securities other 
than municipal debentures and govern- 
ment securities, providing for the 
acceptance of bank stocks as collateral, 
and that 20 per cent of the total amount 
deposited should consist of federal 
government securities or cash in char- 
tered banks, etc. Of the then existing 
savings banks, two, the City and 
District, with two millions subscribed 
and $600,000 paid up, and La Caisse 
D’Economie of Quebec, with one 
million subscribed and $250,000 paid 
up, elected to continue their business 
and subscribe the stock, paying it up 
according to the requirements of the 
Act. 

Today, the former institution has its 


| subscribed capital of $2,000,000 fully 





paid up with a reserve fund ol 
$2,200,000, while the latter’s capital is 
also paid up in full with a reserve fund 
of a like amount. 

The accumulated profits of the City 
and District when the stock was sub- 
scribed, amounted to $180,000, which 
constituted the Poor Fund. Besides 
this sum, the bank had previously paid 
to charities of the city during several 











HS CLEARING HOUSE 
shes years, $80,715, and since the inception | iia 
rath of this fund, has paid out over $800,000 gests? 
_ to local charities. The interest of the a e ese Aig & 
or Poor Fund, amounting to $9,000, plus t QOL. F — ee 
ih additional sums added each year by eae cee pols 
ni the bank out of current profits, is still | l Ea 
1e J . . . . . " . ? . . " ~ ee 
oo paid to various charitable institutions tests yourse os Aa AES 


according to population, and a new 


Forty-five 





age) 
distribution is made after each de- a 
cennial census. The institution has | ™ 


lade since been converted from a purely 








tin- benevolent institution into a joint stock ‘ 

— concern. Several times in its history Can you get a more satisfactory 
none “runs” have taken place, the last being . ? 

oe in 1913, but the management has been check paper, at any price. 

the equal to all emergencies and has met 

ya a al : 

SS all drains without having to pledge any ; 
not of the bank’s securities or to call in any OUR own tests of check papers will 
wae of its loans. show why so many bankers are now 

‘uar- 


The City and District is thoroughly | 
bi-lingual in character, serving equally 
both the French and English popula- | 
tions of Montreal through twenty | 
. branches. Its staff numbers approxi- | 
of mately 300, the majority of whom are | 
Canadian French with a sprinkling of | 
English-speaking members. It is, how- | 
ever, a necessary requirement that 


ind using ‘““Hammermill Safety.” 
ant 


1. First, write on Hammermill Safety 
Paper — note how smoothly your pen 
glides. Make your own comparisons! 

2. Then fold it, again and again. On test, 
Hammermill Safety Paper stands hun- 
dreds of folds. 
































situ- each member of the staff speak both | 3. Finally tear it, and test the toughness 
both languages fluently and to this end the f th fib 
pital new English junior is attached to a ae Se ee ee 
— gs French —* yer until And of course, the sensitized surface makes 
atec ne becomes proficient in that tongue . : : 
d be and vice went with the French mem- Gt OE NE ee 
isted bers of the staff. No one objects to paying less for higher 
id to While essentially a savings bank, it is quality. By complete manufacture in one 
yern- empowered under the revised Act of slant. from raw material to finished sensi- 
the 1913 to make loans against collateral P : . ae 
dis- security, but is not empowered to dis- tized paper, high quality is produced at low 
table count trade paper or to enter into any cost and the savings are passed on to the user. 
of of the other transactions common to : : : 
yings the regular chartered banks and which rome wept: 00 = aaah * ~ he 
pro- are governed by the Canadian Bank good service on Hammermill Safety. oe 
sting Act, although its rate of interest us for a Sample Book. 
yther on deposits is the same as the sav- 
yern- ings departments of other banks, HAMMERMILL PAPER COMPANY 
the 3 per cent. 
eral, The City and District is regarded Ck, Se eee 
ount locally as the working man’s bank and 
deral the reason is not hard to find when one f MME R My 
shar- bears in mind its original conception °: ; wh ly 
sting and the fact that the majority of its © os & 7, 
and branches are located in thickly popu- > be oO” tig S A F FE T Y 316 
ribed lated artisan districts and remain open 00 MEE hd . 
aisse during the evenings for the reception 
one of deposits. _ 
paid 
Iness N its advertising activities the City and 
it up District has adopted a style all its — o 
Y the own, due, no doubt, to its very close You Need Not Have False 
ie association with labor over a long Alarms—With Padua 
AS Its eric j isl ‘ 
oly So tee tone sfc vente ok ADUA Boot Usite ove sbouge soniy foe 
a re tesanal } 2 the emergency, but are protected against 
allegorical in character. The bank has false alarms. They can be installed as part 
tal IS no fixed advertising program and of your present Hold-Up Protection. Write. 
fund while a user and believer in all forms 
a of publicity, its newspaper displays are ye 
a usually of a seasonal character. It is, — = 3 
subD- perhaps, the only bank in Canada that 7 zs Sema 
vhich hes “td a Ben Bote ae aeiie t long j NIG an DEPO S| TORY Lift of foot sets off alarm, se 
sides period of years of the money banks or THE BANK VAULT INSPECTION Co. } PADUA Hold-Up Alarm Corporation 
paid home bank, through which it has built Pia © OMILABELPMIALPA.  xeSal2) sschensninalinnaans nase ssveleandledy 
veral its deposits steadily year by year. . 
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BURROUGHSVILLE IN DIV IDUAL STATEMENT 


Please examine at once; if no error is reported in ten days the account will be considered correct 
OLD BALANCE DATE 
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Address 141 Walton Way,City. 
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CORRESPONDENT BANK 


ANY CITY 
We enclose herewith for Collection and Credit items as listed below: 


WIRE NON-PAYMENT OF ALL ITEMS, $500 OR OVER, GIVING ENDORSER. 
Do not protest items $10 or under, or those bearing this stamp 


or similar authority of a preceding endorser. 


* JOHN BLANK, Cashier 





AMOUNT Paver 
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QO. 67 
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Tuis Burroughs will prove a sound investment 
for any bank whose volume of accounting is not 
large enough to require a special machine for 
each record. It posts any or all of the following 
quickly, easily and accurately : Individual Ledger, 
Statement and Journal, Savings Ledger and 
Journal, General Ledger and Journal, Liability 
Ledger and Journal and Transit Letters. Thus its 
benefits and economies extend to every type of 
work done in the bank. Ask the nearest 


Burroughs g Burroughs office for a complete demonstration. 
Combination ii 


— BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 


ADDING BOOKKEEPING - CALCULATING AND BILLING MACHINES 





Forty-eight 


BURROUGHS 


CHAIR 


FOR OPERATORS 








Adds to the returns on your present invest- 
ment in office equipment by increasing pro- 
duction while reducing fatigue and errors. 
Its scientific design assures correct posture 
with the upper part of the body free for 
efficient work. The ball bearing swivel re- 
places twisting of operator’s back. The chair 
fits any individual, being easily adjusted with- 
out tools. For more details call our local office. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
BURROUGHS ADDING MACHINE OF CANADA, LIMITED, WINDSOR, ONTARIO 


ADJUSTABLE TO ANY POSITION 
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THE BURROUGHS 


Trust Business—By 
Solicitation 


(Continued from page 21) 


more easily broken ties; yet there is no 
better experience available at this time 
that can be used or can be regarded as 
anywhere near as practicable for our 
business. 

If we attempt to evaluate each piece 
of business on the amount of income 
from it and the cost of administration, 
we face a problem that has not been 
solved with any degree of accuracy. 
We can easily obtain at the present 
time the average amount of gross in- 
come by taking the probable fees that 
will be paid, in cases of trusts averaging 
the length of time the last one hundred 
or two hundred trusts have stayed on 
the books. This latter average has 
been found, in a number of institutions, 
to be somewhere between ten and 
fifteen years. There are, however, 
very few cost systems in existence that 
tell us the amount of profit by classes 
of business. For example, it is gener- 
ally thought at the present time that 
executorships are the most profitable 
business that a trust department can 
get. Yet it has been clearly brought 
out in a few instances that it costs more 
to handle an executorship on a percent- 
age basis than any other kind of busi- 
ness coming into the trust department, 
and that from a percentage standpoint 
trusts are far more profitable. 


GREAT many trust departments at 

the present time know the ratio of 
expense to gross income from all 
sources fairly accurately, and it would 
seem to be better to attempt to find 
the cost per thousand of all property 
administered per year, then average 
the length of time all kinds of business 
stays on the books, and thus reduce 
everything to a common denominator. 
While this method leaves much to be 
desired from the standpoint of accu- 
racy, at least it has this merit —it is 
based on actual experience and is more 
easily interchangeable from one section 
of the country to another. 

Using such a method —which, while 
not perfect, is fairly accurate —to 
gauge the value of future business, we 
find that trust departments of banks 
and trust companies have a net profit 
of between $10 and $20 on each $1,000 
of property passing through their 
hands; that they will obtain that 
profit within about twenty-five years 
on the average; that this profit reduced 
to present value is between $3.30 and 
$6.60 per $1,000; that they can profit- 
ably spend a maximum of 20 per cent 
of that profit for obtaining new bus!- 
ness (not including over-the-counter 
business), which 20 per cent should 
include all overhead chargeable to new 
business overhead and _ advertising 
activities. 


PRODUCED IN THB BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-5-31-ADV. 

















